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tat in America is the new frontier for 
communications companies. A growing 
economy, the rapic rise of the ritte s{o | [3 
class, an@ouisidemvestments have 
shap ed the region as the new mecca for 
communicatign $.companies : ) 























Ce Cable FTaTe| satellite } rogramr ars have 
recognized the | regiOt@s potential @ne 
have pledgec millions investment 
dollars t Ce) spur growth. Ho © veVeR the: 
multichannel! market in Latin Amert 


- 
—— 


nonexistent In, addition, each 
in AI | ica icountries 
ed whether Ze 


stributic n 29 ut saul 


ihe Television A fssoejation of 
ammers TARDS ratinsAm 
jortium ¢ of paris ‘egional st ibscriptiony 
ramming Serv tices Sf gblished,, 


» 


o 





05 t Coke: Yee] ¢ ess —t~) pf) | 'P.. 

ies a forumsfor itsmemepers to 
and partieipate. in jol research nf 
TNE fits: Itallows 


ishare resources in .i) _ 
Roniticant regulator psues 
Gable’s growth in the region. 3 


ome.thieilearinghouse for _ 
on, jsst UES 


> Partr rf sred with ie xy ada a | 
conduct an annual res 


ats 





tino- 
a (LMM lise nist mn . 
regional study of m 
Cc consumers’ ’ viewi le aa on r id in 


pais, ft taal 


: ae 





ager fo 


es Toviilialiet-laMat=)el'ie)i(emm Ore) lo 


one all Pa ity 















BF ’ nae hires 1 Fear 
mi he nn iatreeprn! rh 
al study of Iticha Po ores ¢ 
. LPF ) ¥ my ’ aly 
Ai ‘a +t 7 ne ons 





¢ Worked w we internation al rating 
coir apanies to esta bilsha 
and | system for cre ef} e) (= regic nat 
audience ratings fe) gi Latin America. 


1ethoc Fel | Vf 


dh Det 


_¢ Formed an alliance with the Motion 


Picture Association to combat the 
serious piracy probler ms in some | Latin: 
_ American ‘countries. — . 


¢ Worked wit th the FCC to draft a | 
US/M . lexice n | Sa’ telli te prot (0 o} eyo) it if nat 
wc al ; RES P| ‘ .an-regional progra mmers 
Weduldioperate effectively in Mexico. — 





















e Met with government officials in the 
: bia, 

CITE) (ratel eMac lale ma lesareltle- tom ce) disc cuss 
issues of concern to TAP ea 


companies. 


Worked WAL Ga im a=W (eler-lmer-]e) (=e) el=1¢-) Ce) ¢-¥ 
(ATVC) and programmers’ (CADISSA) 
+ arganizations in Argentina to form a 
omise on the issue of content 
Ja iaelMelellem=laeigemereyielitclale 
overnment regulations as 
S provide mutual benefits 


- Latin A America presents a wer ot 
“_upique challenges. TAP seeks to. 
@iess these challenges by providing a 
> on behalf of 7: Frond jer” | 
panies who want,to. a their 
hesses sitategicalyin Latin 
ors Bn AY oy >. ac ite n also benefit 
American cab zat gies who are 
ar to fealize thet rewe f this 
citing a sxpanding m m ae etple ace. 












eo: rat nm 
i Tuciisicur * 
} yy: ee al 





tate re ben 

















Borizons 


© Gafiidi -U7 
Rac , Tali 7 ih 
@. yded UlllU 


© Cartoon Network 


e@. CBS ATED 


oe. CNN en Espanol 


e CNN International 
22 PMT: Country N Music 
lelevision Inte jan tional 
e Discovery Channel 
Latin Am erica 


e Discovery | KIDS 


ESPN International 


TL J as go | a g 
ve ae Family Channel 


FOX Kids Netw york 
‘OX Sports A mérica KY 


3 @ Gems International 


plevision 


Hallmark Entertainment 
Network 


= 


e vy a atin America 


ie ins y Annes 
© Sci-Fi haan 

Slag 

Latin. 7 America 

= The | New Travel 

Channel/People & 

e USA Networks 

International 
e The | Weather Channel 
Latin America 


—— eee 





Aucust 1998 








THE WORLD OF PAY TV: 






ares 
: 4 In WSN’s four-part annual survey of the cable and 
xe Satellite business, our writer examines the most press- 


a ing issues facing the industry. —Anna Carugati 


THE WORLD OF PAY TV: 
THE EUROPEAN REVOLUTION 


Digital platforms have launched or are about to launch 
in most of the major European territories, offering new 
opportunities and challenges for programmers. Some 
networks have responded to the opportunities by 
expanding into the region while others, who had failed 
to adapt to the changing business, have been forced to 
shut down their operation. —Anna Carugatt 


THE WORLD OF PAY TV: THE ASIAN CRISIS 21 


Asia's pay-TV networks, which were losing massive amounts of money 


before the region’s economic meltdown, now face an even more difficult 
future. Still, most executives remain cautiously optimistic about Asia’s 
long-term prospects and some companies are even launching new net- 
works. —Anna Carugatt 


THE WORLD OF PAY TV: THE LATIN GOLD RUSH 23 


Latin America, which has emerged as the world’s hottest pay-TV market, 


has seen a remarkable proliferation of delivery systems and new net- 
works in recent years. Yet growth rates proved disappointing in 1997, 
prompting many executives to wonder if consolidation of the region’s 
cable operators and network programming companies will put the busi- 
ness on a firmer financial footing. —Anna Carugati and Nathalie Jaspar 


TV LATINA 16 


Our special 48-page magazine takes a comprehensive look at the trends that are 
reshaping the Latin American television, cable, satellite and programming busi- 
nesses and features our first annual ranking of the largest delivery systems and 
the most popular cable and satellite networks. 


DEPARTMENTS 








GUSTAVO CISNEROS: VENEZUELA'S VISIONARY 26 


In our exclusive interview, Gustavo Cisneros explains his plans to turn the 


Cisneros Group of Companies into one of the world’s leading television 
companies, and his aggressive policy of acquiring new media assets. 
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All of the recent talk about AT&T’s mind-boggling decision to 
pay $48.3 billion for TCI, the world’s largest cable operator, got me 
thinking about the first interview I did with cable pioneer and TCI 
chairman John Malone in 1987. That was before Al Gore compared 





during the 1988 senate hearings on 

™ monopolistic abuses by the cable indus- 

try, and before Business Week put Malone 

on the cover of the magazine dressed up 

as the leader of television’s most evil 

empire. That was also long before the 

gy te election of Bill Clinton and Al Gore in 

meee —s_||_ 1992, when the American government 

Ree | began issuing rosy studies touting the 

virtues of the information superhighway—a concept that was heav- 
ily drawn from Malone’s vision of a 500-channel universe. 

Back in 1987, hardly anyone outside the cable industry had 
ever heard of John Malone, the Denver cable company he had 
saved from bankruptcy or the billions he was borrowing to make 
TCI the world’s largest cable operation. In the mid-1980s, I once 
had an editor call me up to see if ] could suggest some really fas- 
cinating, but not very well-known, media executives as story sub- 
jects. When I suggested Malone, there was a long pause followed 
by a question: “Who’s he?” Naturally, the editor passed on the 
Malone profile. 

Today, Malone is worth well 
over $1 billion and is widely 
recognized as one of the most 
important men in the global 
television industry. But it 
remains unclear just how well anyone understands his career or 
the recent AT&T deal. Soon after the deal was announced, some 
excited but woefully uninformed investors rushed out to buy 
stock on the NASDAQ stock exchange that is listed as TCI, there- 
by pushing up the stock of a completely unrelated real-estate 
investment company called Transcontinental Real Estate 
Investors. (Tele-Communications Inc. is actually traded under the 
ticker name TCOMA.) 

While most investors are better informed, some of the hype 
over the deal does seem premature. AT&T hopes that TCI will 
allow it to provide consumers a bundle of entertainment, phone 
and computer services over one digital wire. The history of 
phone companies trying to get into the entertainment business 
has been riddled with multi-billion-dollar write-offs. Besides the 
failed deal by the phone company Bell Atlantic to acquire TCI in 
1993, the attempted alliance between several phone companies 
and Hollywood to produce programs was a pathetic and hugely 
expensive failure. Likewise, another telephone company, U.S. 
West, which had invested in Time Warner and the cable opera- 
tor Continental Cablevision, eventually had to give up on its 
hopes of providing phone and entertainment services to the 
home over one wire. AT&T had to shut down a division that 
sold personal computers after it suffered large losses, and its 
own Internet services, which were launched with much fanfare, 
have attracted few customers. 

Consumers are likely to raise even more doubts about AT&T's 
move. Phone customers crave reliability and service—two areas 
where many cable operators have a poor reputation—and it isn’t 
clear if consumers will pay $60, $100 or more per month to enter 


the wonderful world of digital, interactive television. Time Warn- 
er, after all, spent hundreds of millions of dollars in Florida to cre- 
ate a digital system that is reminiscent of the AT&T/TCI propos- 
al. But the extremely expensive system attracted little consumer 
interest and Time Warner pulled the plug. 

Even if all of the details can be worked out, the system’s suc- 
cess will probably not be based on regulatory approval, financial 
clout or better technology. During an early morning interview 
with CNN, Malone was asked about his vision of the 500-channel 
universe, an idea that was immensely popular in the early 1990s 
and has been ridiculed ever since, most famously by the Bruce 
Springsteen song complaining, “I’ve got 50 channels but there’s 
nothing to watch.” Malone patiently explained that while the idea 
had indeed been overhyped, TCI was already supplying more 
than 350 channels out of its digital center in Denver, and that 
TCI’s systems would be upgraded to enter the digital world with- 
in two years. More pointedly, he noted that if “there was nothing 
to watch on the 500 channels,” that was not so much his fault as 
that of the networks and their programmers. 

This point can’t be stressed enough. Convergence without pro- 
gramming is like a freeway without cars. Failing to understand 
what programming or content consumers would actually want 
for a reasonable price turned the first debate over the informa- 
tion superhighway into an expensive pile-up of useless business 
plans. Ironically, Malone, who played such a key role in overhyp- 
ing the popularity of the concept in the early 1990s, was also well 
aware of this problem. While Malone has a well-deserved reputa- 
tion as a tough negotiator who used his power as a gatekeeper to 
acquire ownership stakes in many major cable networks, he was 
also a pioneer in promoting and nurturing the cable programming 
industry. More than any other operator, he realized that the future 
of the industry lay in programming. I still remember taking a cab 
with Malone after a long interview down to Wall Street, where he 
was hoping to raise more cash to buy still more cable systems. 
Shortly before the cab pulled up in front of a major Wall Street 
investment banking firm, I asked him what was the most impor- 
tant investment he had ever made, and his reply was simple. His 
best and most important investment was putting more money into 
cable programming. 

If that view is the key to making the AT&T/TCI combina- 
tion work, it also looms large in the pages of this issue—our 
first August issue. In WSN we offer our first annual global sur- 
vey of the pay-television industry, which is crammed with data 
and with insights from some of the industry’s most important 
players, and in our One-on-One interview, | talked with a pio- 
neer in the Latin American digital revolution, Gustavo Cisneros, 
about his aggressive plans to expand the Cisneros Group of 
Companies into new media and new markets. Finally, in our 
Spanish-language magazine, 7V Latina, we offer an extensive 
survey of the Latin American pay-television business that 
includes profiles of the region’s ten largest delivery systems 
and its ten most popular channels. 

Trade journalists, like cable TV executives, live in a world of 
proliferating sources of information. But J doubt that any other 
magazine at this year’s Cable 98 market in Argentina will offer 
its readers profiles and interviews with so many of the indus- 
try’s most important players. Content, as Malone once told me, 
is still king. 

—George Winslow 
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And the beat goes on: ChumCity 
International is expanding its 
MuchMusic net into Spain. 





SODDING, Wallan Style 


STOCKHOLM: The Scandinavian Broadcasting System and the 
U.S.-based Home Shopping Network have set up a joint ven- 
ture to create and operate a home-shopping service in Italy, 
called HSN-SBS Italia. 

The new network will be distributed on the Rete Mia TV 
broadcast network to 14 million of Italy’s 20 million television 
homes. The shopping network is expected to go on the air in the 
fourth quarter of 1998. 

Harry Sloan, the chairman and CEO of SBS, notes that SBS 
purchased a 10.1-percent interest in the Italian television network 
Rete Mia in early 1997 with an option to purchase the rest and the 
right to manage the network’s programming strategies. 

“After carefully exploring various programming options for 
more than a year, we are confident that the HSN alliance and the 
home-shopping format provide the best avenue to unlock the 
potential value of our asset,” Sloan explains. “Both companies 
are excited about the potential for electronic commerce in Italy, 
which is one of Europe’s fastest growing and most affluent 
economies, with nearly 60 million people and a gross domestic 
product of approximately $1.3 trillion.” Oo 





Much More Citytv 


TORONTO: ChumCity International has inked a landmark deal with a 
Colombian partner, Casa Editorial El Tiempo, to launch a branded 
version of Citytv in Bogota, Colombia, by the end of the year, reports 
Stephen Tapp, the VP and general manager of ChumCity Interna- 
tional. 

Tapp also notes that the company has created a joint venture 
with Canales Tematicos to expand its music channel, MuchMu- 
sic, into Spain, and that it is planning to create a Brazilian version 
of the music net, which is already available in 
Argentina. 

“These deals are really a breakthrough for 
us,” Tapp explains. “We had launched MuchMu- 
sic Argentina but MuchMusic Espana is our first 
entry into Europe.” 

Similarly, the Colombian deal will be the first 
time ChumCity has had a chance to create a local 
station from scratch that was modeled after its 
successful Toronto Citytv station. Tapp says the 
station will be named Citytv, which will allow the 
service to use existing on-air graphics, and will 
draw on the basic programming concepts of the 
Toronto station, focusing on news and local pro- 
gramming. Staff members from the Bogota sta- 
tion will go to Toronto for training, and ChumCi- 
ty executives will be spending a great deal of time 
in Colombia to get their sister station off the 
ground. 

“Our partners were awarded a local license and 
they really wanted to make a mark in the market, 
so we were very happy they turned to us,” Tapp says. 

The company is also working to relaunch an existing Sao 
Paulo station as a Citytv station. “When those two stations [in 
Colombia and Brazil] are on the air, we will be able to show 
potential partners the advantages of working with us,” Tapp 
says, “and we expect to continue to expand our business in 
Latin America.” a 








It’s a long walk to the bath- 
room...: USA Latin America 
(fama fas achieved one of the highest 
exwefemen penetration levels in the region 
with such shows as Flesh and 
Bone. 


Miami Bound 


NEW YORK: As USA Latin America boosts its subscriber count to 10 
million, the network has announced plans to relocate to Miami, 
reports Mauricio Gerson, the managing director of Universal Studios 
Networks Latin America and Brazil. 

Gerson claims the network now ranks second in terms of dis- 
tribution in the market, after ESPN and ahead of Canal Fox, Car- 
toon and the Discovery Channel. He argues that one major rea- 
son for the company’s success has been the fact that it 
consistently leads all U.S.-based, ad-supported networks in rat- 
ings from Mexico City and it posts strong ratings in Argentina. 

Gerson, whose duties were recently expanded so that he now 
oversees both channel operations and advertising, adds that the 
net decided to move its operations to take advantage of the fact 
that “Miami has evolved into a vital cultural and commercial gate- 
way to Latin America, the world’s fastest-growing region for mul- 
tichannel television.” 

In the programming area, USA has renewed rights to air such 
Paramount programs as Hard Copy, Frasier and Cybill as well as 
a package of more than one hundred movies. And its owner, Uni- 
versal, will be supplying more blockbuster movies, such as 
Twister and Liar Liar, and top-rated series, such as Hercules and 
Xena. Looking forward, he notes that the company also has 


plans to launch a second channel in the region that will comple- 
ment USA Latin America. a 


Unapixs New Discovery 


LOS ANGELES: Unapix Entertainment has entered into a large 
co-production agreement with Discovery Networks to pro- 
duce 24 hours of prime-time programming for both The 
Learning Channel and the Discovery Channel. All of the 
shows will be sold internationally by Unapix International. 

David Fox, the CEO of Unapix Entertainment, notes that 
“partnering with Discovery Networks is a significant bench- 
mark in the evolution of Unapix as a major creative force in 
the global non-fiction arena.” 

Under the terms of the deal, the two companies will jointly 
produce seven series and one-hour specials, including Strange 
Science and Too Extreme. 

To expand its output, Fox explained, the company has also 
set up Unapix Productions. This new unit, which will increase 


the company’s non-fiction programming, will also create the 
company’s production activities in the drama and children’s 
genres. 

Scott Hanock, the managing director of Unapix Interna- 


tional, adds that the new production unit is also an important 
step in the company’s global presence. “Now that non-U.S. 
networks have become as brand conscious as their American 
counterparts, it has become increasingly important for 
Unapix to be in a position to offer these networks a variety of 
original, first-run programming.” ae 
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ViPlual Sales 


LOS ANGELES: As NBC Enterprises continues to expand its library 
of new network shows, the company’s global sales arm has set up a 
_ business-to-business Web site that will allow buyers to access a 
| wealth of information about its operations. 
| “Weare an international production and distribution company,” 
_ explains Sergio Getzel, the VP of international sales and new busi- 
_ ness development at the company. “We should be able to commu- 
nicate specialized information about our company and our product 
to an international audience. The Internet is worldwide and so are 
we. It's a perfect marriage.” 
The site is the latest of several that have been set up by distribu- 
tors. Various features will be added onto the site over time, but it 


will eventually include a compendium of 
Sey 


product inventory, a newsletter, and 
Location: [http://www nbcenter prises corm / 


information on the availability of 
: 


episodes and merchandising and home 
Qfje, NBC ENTERPRISES video opportunities. 
A\ La home catalog site map A 


In the short term, the Web site will 
also help the company promote and sell 
its new network series, which include 
two new comedies, Conrad Bloom and 
Will & Grace, and an hour-long drama, 
Wind on Water. It can be accessed at 
www.nbcenterprises.com. a“ 








current 
productions 


Entertainment 
Catalog 


News 
Catalog 


Sports 
Catalog 


ete 


Networking on the web: NBC Enterprises is 
peddling its new network shows on its 
Web site. 





Playboy’s New Player 


MIAMI: Playboy TV Latin America’s new general manager, Gino 
Natalicchio, notes that one of his highest priorities is to examine 
the issue of further localizing the channel’s feeds and to make it 
more language-specific. 

Natalicchio also notes that the network, which is a 
joint venture between the Cisneros Television Group 
and Playboy Entertainment, recently reorganized 
the way it is distributed and programmed. Under the 
new structure, CTG will handle all distribution of the 
channel and all advertising sales while Natalicchio 
will oversee its programming and work with CTG to 
launch it in new territories. 

The new structure, Nataliccio says, makes more 
sense because CTG has dramatically expanded its 
package of networks and can use its market clout 
to help expand Playboy’s presence in both Latin 
America and Europe. “It puts us in a strong posi- 
tion,” he says. 

Overall, Nataliccio sees a bright future for 
Playboy. “We’ve grown very fast,” he says, 
adding that the service will see much greater 
growth in the future as more markets are able 
to offer premium services or pay-per-view 
options. Natalicchio comes to Playboy from The Box, where 
he had extensive experience launching the music channel in 
both Europe and Latin America. a 








Taking a new path: Playboy TV Latin 
America’s new manager plans to target 


the net to more specific territories. 
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The next cycle: Novocom has just completed a new graphics package for the 
African digital platform DStov. 





Multiple Identities 


LONDON: The London office of graphic design firm Novocom 
has completed a redesign of DSty, the digital satellite television 
package that airs on Multichoice in sub-Saharan Africa. 

Martin Poole, the managing director of Novocom Europe, 
explains that “this was Novocom’s first project in Africa and we 
are very pleased to have been involved with this pioneering digital 
satellite system. Creating new formats for promoting the broad 
range of channels available on the DStv bouquet was an interest- 
ing and stimulating challenge.” 

The new brand identity was built around the theme 
“Expand Your View.” Promos for the digital bouquet begin by 
showing everyday activities and then zoom away to reveal that 
each activity is part of something bigger, thus illustrating that 
each channel within the package is part of a much larger unt- 
verse of entertainment. iz 


| Want My Birthday Cane 


MIAMI: As MTV ap- 
proaches its fifth an- 
niversary in Latin Amer- 
ica, the music net, which 
was launched with two 
million subs and two 
advertisers, now has 8.4 
million subscribers and 
67 advertisers. 

“Our distribution 
grew 17 percent last 
year, and we expect to 
grow seven percent next 
yCdl: » Says Enrique Multichannel music: M/7V Latino ts ready to celebrate 
Perez, the general man- its fifth anniversary with 8.3 million subscribers. 
ager for MTV Latin 
America, who adds that the company has also boosted its adver- 
tising revenues by 20 percent. “With the development of the cable 
industry, advertisers have had a lot of faith in the power of MTV 
to deliver audiences to their business door.” 

Pérez traces some of the network’s success to the fact that 
it has two feeds, covering the north and the south of Spanish- 
speaking Latin America. Those feeds make it easier to localize 
both the programming and the advertising. “We have become 
an integral part of the market by offering more local program- 
ming,” explains Perez. 

Looking to the future, he notes that the growth in the multi- 
channel business is picking up in some of the smaller markets, 
and that the digital platforms are offering “great opportunities.” 

While he admits that the “competition is increasing,” he 
promises that the network will continue to “create innovative 
programming that will appeal to both cable operators and 
audiences.” © 


























International beachhead: Hamdon is 
expanding its library, which includes 
such MOWs as The Wedding, with 
four new telefilms. 


Gunning for new markets: AXN is 
expanding into new markets with 
such series as Silk Stalkings. 











Graphic Kids 


LOS ANGELES: I*ox Kids Network has hired the marketing and 
graphics company Pittard Sullivan as its creative agency. Under the 
deal, Pittard Sullivan will work with Fox Kids’ management to create 
marketing materials to revitalize the Fox Kids brand both in the 
United States and around the world. 

“We are excited to broaden our relationship with Fox Family 
Worldwide by applying a new global vision to the Fox Kids 
brand,” says Ed Sullivan, the president and co-founder of Pittard 
Sullivan. 

Sullivan noted that his company will work in the creation and 
implementation of on-air broadcast identity packages, interactive 
Web-site design and related elements for Fox Kids. The new 
packages will make their debuts in the United States in Septem- 
ber of 1998 and will be designed in such a way that they can be 
localized in foreign markets. a 


alas Of the Week 


LOS ANGELES: Hamdon Entertainment has acquired rights to four 
new telefilms, including David and Lisa created by Oprah Win- 
frey’s production company, Harpo Film. 

Stephen Davis, the CEO of Hamdon, says that the other three 
MOWs are Marriage of Convenience, starring Jane Seymour and 
James Brolin; Love After Death, featuring Walter Matthau and 
Carol Burnett, and Her Own Rules, with Melissa Gilbert. David 
and Lisa features a number of stars, including Sidney Poitier. 

“You couldn't ask for a better slate of engaging and creative 
films,” Davis says. “[Considering] the celebrated producers and 
extraordinary actors [and] the outstanding stories, we anticipate 
they will perform exceedingly well across the globe.” Pal 





Japanese Action 


TOKYO: As part of Sony’s expanded television pres- 
ence in Asia, the Sony Corporation and Sony Pictures 
Entertainment has set up Sony Pictures Television 
Japan (SPTJ) to capitalize on growth opportunities in 
the Japanese market. 

Columbia TriStar International Television’s presi- 
dent, Michael Grindon, noted that Japan, which has 
more than 120 million potential customers, is “criti- 
cal to our international channel rollout strategy and 
our commitment to becoming the entertainment 
industry’s premier content creation and distribution 
company.” 

Illustrating Japan’s potential was the launch of the 
action channel AXN on SkyPerfecTV in July. Besides 
focusing on launching and running Sony’s channels 
in the market, SPT] will be involved in local produc- 
tion and program sales. 

Separately, AXN has expanded its distribution reach 
into Bangladesh. The network is already available to about five 
million households throughout Asia. James Buklarewicz, AXN’s 
CEO, notes that “AXN has been extremely well received by the 
Asian market and the positive response has allowed us to 
increase distribution at a very brisk pace.” a 
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Devilish minis: King World is launching international sales of the award-winning 
Ie] Garante mini-series. 


Glaranteed sales 


NEW YORK: Hoping to capitalize on the growing market for 
Spanish-language programming, King World International has 
acquired international rights to an Argentinean mini-series, 
El Garante (The Guarantor). The show, which runs for eight 
one-hour episodes, was originally produced by KMP Produc- 
ciones, for Canal 9 in Argentina. 

Ellen Politi, the VP of international sales at King World Inter- 
national, notes that “we’re excited to add to our international pro- 
gram catalogue such a high-level production as E/ Garante. As 
our first foray in distributing original Spanish-language series, we 
have high expectations that this well-produced drama will open 
new doors.” 

The series, which won a number of awards in Argentina, 
tells the story of a successful psychologist, Martin, who receives 
a strange phone call from a man claiming to be a bill collector 
for the devil. The man then demands that Martin give up his 
soul to pay back a debt made by his grandfather. Although 
Martin initially refuses to believe this tale, he is eventually 
forced to fight for his own soul. ia 





World Cup by the Numbers 


PARIS: Given the World Cup soccer matches’ ratings, Eurodata 
hopes that its new report on the popularity of various sports 
around the world will also be stirring up a great deal of interest 
among television executives. 

The report—1997: One Sport Year in the World—analyzes TV 
ratings for sports events in 40 countries around the world. It adds 
five new Asian countries and three countries from Central 
Europe and Eastern Europe to the 32 territories covered in the 
1996 analysis. 

As expected, soccer remained the most popular sport on televi- 
sion, with games ranking in the top ten most popular programs in ten 
of 13 European countries. Soccer games were also in the top ten in 
Argentina, Brazil, Chile, Japan, Mexico, Peru, Singapore, South 
Korea and South Africa. Over all, a world cup qualification match 
ranked among the top ten in 14 countries around the world. Infor- 
mation about the report can be obtained from the company’s Web site 
(http://www.euro.datatv.com). 
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TORONTO: Catalyst Distribu- 
tion has announced a deal to 
distribute programming from 
the Australian Broadcasting 
Corporation into Canada. The 
deal will give Catalyst access 
to a wide variety of programs 
in the documentary, drama, 
science, arts and children’s 
genres. 

Jill Keenleyside, the VP of 
distribution for Catalyst, notes 
that the two companies have 
worked together since 1986 on 


Regulating the Skies 


LAUREL: Continuing their 
efforts to encourage a regulato- 
ry climate that will help Latin 
America’s pay-television busi- 
ness grow, Television Associa- 
tion of Programmers (TAP) 
Latin America recently met 
with U.S. State Department 
officials in Washington, D.C., to 
lay out some of the issues that 
concern them. “We got strong 
support from the government,” 
says Mary Pittelli, the execu- 
tive director of the association. 
“The more the business grows, 


it is clear that there are some 
regulatory issues that TAP has 
to be active in resolving. Every 
country in Latin America has to 
create structures that will allow 
the industry to grow, both in 
terms of new laws, and also in 
terms of a regulatory structure 
that can administer those 
laws.” One of TAP’s most 
important recent successes was 
its involvement in the satellite 
agreement between the United 
States and Argentina, which 
recently allowed digital plat- 


Personnel Notes 


Robert Halmi, Sr., the chairman 
of Hallmark Entertainment, 
will receive the Founders 
Award of the International 
Council of the National Acad- 
emy of Television Arts and 
Sciences. 
Candace Carlisle has been 
appointed Chief Operating Offi- 
cer of JVP, the joint venture pro- 
duction entity that was created 
as part of the BBC and Discov- 
ery Communications partner- 
ship. Also at JVF, Mark Reynolds 
has been named VF, Co-Produc- 
tion and Sales. 
Gino Natalicchio has been 
appointed General Manager of 
Playboy TY, Latin America. 


Aucust 1998 


David Armstrong has been 
appointed Senior VP, Sales 
and Distribution, at MGM 
International Television and 
Jeffrey D. Holmes has been 
appointed Senior VP for Busi- 
ness Affairs at MGM Interna- 
tional Television Distribution. 
Derek Taylor has been named 
Chief Executive and Manag- 
ing Director of APTV. Stephen 
Claypole, who had held that 
position, will now be Interna- 
tional Director of the Broad- 
cast Division of AP. 

Ross McGreath has been 
appointed Chief Financial 
Officer at the Southern Star 
Group. 


Australian Catalyst 


some projects and that the com- 
panies will continue to work 
together on selected produc- 
tions. 

“We are thrilled to be 
adding ABC’s quality pro- 
gramming...to our activities 
in North America and 
abroad,” she says. “We have 
always been interested in 
developing and expanding 
our international relation- 
ship with like-minded com- 
panies.” 





forms to be launched in Argenti- 
na. 

TAP was also involved in a 
fight to end some programming 
restrictions in Central America 
and in the issuance of new 
licenses in Colombia. “We can 
draw on our experience in the 
U.S. to help build up the Latin 
American business in ways that 
can help everyone,” Pittelli 
adds. “Our goal for 1998 is to be 
able to get together the differ- 
ent groups to discuss similar 
problems.” mI 


Rainbow Fong has been named 
Program Manager of AXN. 
Rachael Barke has been pro- 
moted to Licensing Manager 
at ITEL. 

Jim Boyle will head up a new 
Marketing and Communica- 
tions department at Discovery 
Networks, International, as 
Senior VP, Marketing and Com- 
munications, and Chris Haws will 
be promoted to Senior VP and 
Executive Producer, Discovery 
Networks. 

Michael Katz has been appoint- 
ed VP of Programming and 
Production, International Divi- 
sion, at A&E Television Net- 
works. 

Chris Graves has been appoint- 
ed VP of News and Program- 
ming, of CNBC Europe, and 
Chris Blackman has_ been 





Studio plots: WEBTV relies 
on Hollywood 
programming like The 
Pelican Brief to boost 
subscribers. 


Bewitched by Hollywood 


CARACAS: After growing 
more than 35 percent in the 
last two years, WBTV—The 
Warner Channel in Latin 
America has now passed the 
eight-million-subscriber 
mark, reports Luca Ben- 
tivoglio, the network’s senior 
VP and general manager. 
“What we did in these cou- 
ple of years was to give WBTV a 
Latin feeling and get the audi- 
ence closer to our American 
programming,” Bentivoglio ex- 
plains. Currently, the net gets 
about 85 percent of its schedule 
from the studio’s library and 
airs movies; new series, such as 
Pinky and the Brain, Veronica’s 
Closet and Babylon 5, and some 


named VP of News and Pro- 
gramming at CNBC Asia. 
Jacques de Suze has been 
appointed Director of Station 
Development at ChumCity 
International. 

Gustavo Basalo has been 
named Managing Director of 
International Network Devel- 
opment for Hearst’s Entertain- 
ment and Syndication Group. 
Joel McAfee has been promoted 
to VP of Marketing at Hallmark 
Entertainment Network, and 
Portia Berrey has been upped to 
Marketing Manager for Latin 
America at the network. 
Sherrie Rollins has been named 
Executive VP of Marketing and 
Communications at the Chil- 
dren’s Television Workshop. 
Peter Phippen has been 
named President and Chief 








classics, such as The Three 
Stooges and Bewitched. 

While the company pro- 
duces some local segments 
and strives to localize the look 
of the channels through pro- 
motional spots, Bentivoglio 
does not expect to begin pro- 
ducing much local program- 
ming in the near future. But he 
stresses that the network is 
working hard to increase its 
advertising sales. “One of our 
biggest goals is to make some 
good advertising sales,” he 
says. “Basic channels are cre- 
ated with that in mind and we 
are bolstering those efforts 
with improved research and 


data.” a 


Executive Officer of BBC 
Worldwide Americas. At the 
same time, Peter Teague was 
named Managing Director of 
the U.K. Region and Deputy 
Chief Executive of BBC 
Worldwide. 

Phil Delbourgo has been named 
Creative Director at Pittard 
Sullivan. 

Henri Joubaud has been pro- 
moted to Group Senior VP of 
Technology at Canal+. 

Andrew Karpen has been pro- 
moted to General Manager of 
Operations and Chief Finan- 
cial Officer at Sunbow Enter- 
tainment. Also at the compa- 
ny, Andrea Miller has joined as 
Senior VP of Sales and Co-Pro- 
ductions, and Ken Olshansky 
has been promoted to VP of 
Development. ia 





Channel-hopping the international 


business of cable and satellite 
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HOly Wood's Latin 
BOX Ollice 


Since the 1991 Latin American 
launch of HBO Ole, HBO has expanded 
into one of the most powerful and suc- 
cessful Latin American programmers for 
the cable and satellite sector. Today, the 
company, which is a joint venture of 
HBO, Warner, Sony, Disney and Ole 
Communications, currently owns or dis- 
tributes such channels as HBO Ole, 
HBO Brasil, Cinemax, E! Entertainment 
Television, Mundo Ole, WBTV-The 
Warner Channel and Sony Entertain- 
ment Television. The partnership is also 
expected to begin distributing TeleUno, 
which was recently purchased by Sony, 
in a number of Latin markets. 

Much of this success can be traced to 
the company’s CEO, José Manuel Pagani, 
who has more than 25 years of experience 
in the Latin American entertainment 
industry. As HBO Ole’s original general 
manager, he engineered the launch of the 
movie network, expanded the company’s 
bouquet of channels and negotiated deals 
with several Hollywood studios that gave 
them an equity stake in the channel. In our 
exclusive interview, he draws on his years 
of experience to explain 
some of the most crucial 
issues facing the industry. 


WSN: How soon do you 
think tiering will come 
to Argentina and some 
other Latin American 
markets? 

PAGANI: | have been 
defending and talking 
about tiering whenever 
I can. Giving cable oper- 
ators and subscribers 
more choice is impor- 
tant because it will allow 
them to increase pene- 
tration. But in markets 
like Chile and Argentina 
it is hard to say when it 
will happen....We know 
it can’t happen automat- 
ically. It is a process that 
will need a minimum of 
three years for the tech- 
nology to be in place 
and for the subscribers 
to understand the bene- 
fits of tiering. 


ULUBAL NETS 


mium channels on the basic tiers, you 
have to give something additional so 
they will want to pay more for the same 
channels they used to get on basic. 


That is why our plans to multiplex our 


services and to make them more attrac- 
live as premium services are so impor- 
tant. They will allow us to differentiate 
our products from basic services. 
Cable operators and subscribers have 
to realize that the process of tiering has 
a real value or they won't be willing to 
pay more. 


WSN: So, liering isn’t just a technologi- 
cal issue of getting the right boxes into 
the home? 

PAGANI: Technology without program- 
ming is nothing. You can have the best 
computer and it is worthless without 
the right software. This is an important 
moment in the industry, where you 
need to have cable operators and pro- 
gramming suppliers working towards 
the same goal. If one of those elements 
doesn’t work...then subscribers won’t 
understand why tiering Is so beneficial. 


WSN: Why is this such an important 
period for the industry’s future? 

PAGANI: What happens in the near future 
will be very important. 
As I've said, the industry 
has a lot of problems. | 
was very happy when I 
first saw large compa- 
nies that had a great 
deal of international 
experience come into 
the market. I thought 
they would understand 
crucial issues facing the 
Latin American market 
and they would make 
investments to help the 
market grow in the 
future. But at this time, 
there is a lot of confu- 
sion in the market. 
Many people are more 
interested in finance and 
in making a quick profit 
than in the future of the 
business. It’s like being 
in a mixer. Everyone is 
shaking and nobody is 
focusing on the core 
business issues. In the 
next months we need to 
see these companies 





vices as Sony Entertainment Television, which airs Mad About You. 


create some stability and lay out some 
real goals for the future. Are they going 
to stay in the market and build it up? Or 
are they trying to make an investment 
and then sell it for a quick profit? Are 
they really interested in this business or 
are they just in the business of buying 
and selling? 

The cable industry has to be more mar- 
keting and programming oriented....But 
[too often] they are acting like monopolies 
and they don’t have a clear idea of what 
they want out of the market. They don’t do 
research to see if the subscribers are hap- 
py and they don’t analyze what they need 
to do to increase the penetration. Every- 
one talks about the 60-percent penetration 
in Argentina but the region’s overall pen- 
etration is under 10 percent. The industry 
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Pioneering the skies: BO Ole remains one of 
Latin America’s most successful channels with 
such fare as From the Earth to the Moon, starring 
Tom Hanks. 


has to focus on these basic issues in the 
next six months or the future is going to 
be a big question mark. 


WSN: Do you think that some of these 
problems caused the industry to grow 
Slower in 1997 than it had in earlier 
years? 

PAGANI: Yes, and unfortunately the 
trend is not good for 1998. Maybe you 
will see some decrease in subscribers or 
you will only see the year end with about 
same number of subscribers....We have 
to work first towards the quality of the 
programming and educate the people 
[in] what pay television is all about. 





WSN: There is still limited channel 
capacity in many markets. Can all the 
networks that are in the market sur- 
vive? 

PAGANI: No. Some local ones and two or 
three pan-Latin channels have already 
gone out. There will be a process of con- 
solidation and many companies are 
going to be analyzing what they are 
doing. The programmers have made a 
lot of mistakes. They thought they could 
make money with a market that has $7 
million to $8 million in electronic adver- 
tising....But they can’t. The advertising 
market is not there yet. There isn’t 
enough research and information. | 
think the next two or three years will be 
the moment of truth. Some people will 
sell and others will just disappear. 


WSN: How successful will DTH be in 
Argentina? 

PAGANI: | think DTH has a lot of poten- 
tial in Latin America. Maybe it won’t 
live up to the projections they did ini- 
tially in their business plans but it will 
be very good....Competition is always 
beneficial....In the case of Argentina, 
DTH will create a lot of changes. The 
cable operators are not focusing on 
their business, so if DirecTV and Sky 
can give people what they want and if 
they are marketing oriented, they can 
be very successful in that market. 


WSN: How do you work with your stu- 
dio partners? 

PAGANI: It is important to remember 
that our studio partners bring to us a 
lot more than just their Hollywood pro- 
ductions. They are not involved in HBO 
simply to have a place to put their prod- 
uct. They are here to build the chan- 
nels and as investors. All of them have 
enormous experience operating 
around the world and they share that 
knowledge with us. They never inter- 
fere with our business. They support 
us when we need to go out in the mar- 
ket and buy new programs and they 
give us the resources we need to 
expand. Having companies like HBO, 
which has 25 years of experience in the 
pay-I'V market, Sony and Warner have 
been enormously important for our 
success. They believe in this market 
and they are here to capitalize on the 
growth. 
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Scanning the skies for trends 


in satellite TV 





By George Winslow 
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MGM'S NeW Family 


After announcing that it would shut 
down its Asian service this spring, 
MGM wasted no time signalling that it 
was still committed to launching and 
investing in channels around the world. 
In May, the MGM Worldwide Televi- 
sion Group purchased a half ownership 
in the Latin American version of The 
Family Channel, a general-entertain- 
ment service focusing on wholesome 
fare, and Casa Club TV, a niche service 
that provides viewers with how-to 
advice about the home. Both channels 
had been launched by United Interna- 
tional Holdings, a major cable operator, 


and the U.S. cable network owner 


International Family Entertainment. 
But when half of IFE was sold to News 
Corp. and Saban, UJH purchased the 
other half of the company and began 
looking for a new partner. 

Meanwhile, MGM, which had 
launched MGM Gold in Brazil in 
December, was looking for ways to 
expand its network in the region. 
Faced with a tough market for new 
channels, MGM realized that it could 
immediately expand its reach by 
acquiring a 50-percent stake from UIH 
and rebranding The Family Channel as 
MGM Family in the Spanish-speaking 
parts of Latin America. MGM Gold, the 
Brazilian feed, will keep 
its name. 

In our interview, 
Gustavo Pupo-Mayo, 
the CEO and president 
of MGM _ Networks 
Latin America, the new 
joint venture between 
MGM and UIH, explains 
his plans to relaunch 
The Family Channel 
as MGM Family, and 
the company’s new 
strategies. 


WSN: What does the 
MGM deal mean for the 
future of your channels? 
PUPO-MAYO: Strategical- 
ly it was important for 
us to have a major pro- 
gramming partner, and 
in those terms, MGM is 
probably as good as it 
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Direct to home: Casa Club TV has found a 
successful niche in Latin America by airing 
programs about the home. 


gets. They have the largest modern 
film library in the world and they have 
one of the top ten brands in the world. 
This will allow us to improve our con- 
tent, and great content is the key to suc- 
cess. 


WSN: Now that MGM is your partner, 
how do you plan to change the pro- 
gramming on MGM Family; your Span- 
ish feed, Casa Club TV; and MGM 
Gold, the Brazilian feed? 

PUPO-MAYO: In the case of The Family 
Channel, we will be 
rebranding it to re- 
launch it on September 
Ist as MGM Family. We 
won't overhaul the 
schedule all at once, 
but, basically, this will 
mean better movies and 
stronger programs. 

For Casa Club TV, 
the MGM association 
allows us to invest more 
in programming. This 
year we are in produc- 
tion for 12 new series, 
and, as you know, orig!- 
nal programming is 
expensive. The channel 
has been very well 
received and now we 
will have more money 
to maintain its quality. 

MGM Gold is our 
feed in Brazil. It [has 


been] almost exclusively programmed 
from the MGM library while MGM 
Family airs a lot of outside product. But 
over time, the two channels will begin 
to mirror each other. For example, 
USA High, which is from NBC and cur- 
rently airs on Family, will begin airing 
on MGM Gold. 

The combined MGM channels will 
reach in excess of 3 million sub- 
scribers. If you keep in mind that MGM 
was launched in December and Family 
only about a year ago, that is very good. 
They are still in their infancy. 

We are also exploring the idea of 
syndicating our original programming. 
Because cable penetration is still so 
low, we can take our Casa Club pro- 
gramming and sell it, [creating brand- 
ed blocks on terrestrial services] that 
would increase viewer awareness of 
our channel and get viewers more 
interested in getting our cable channel. 


WSN: Why aren’t both feeds called 
MGM Gold? 

PUPO-MAYO: Viewers are creatures of 
habit. I think gradual change is better 
received than abrupt change. The Fam- 
ily Channel worked for us and there is 
no reason to discard it. So we have kept 
it in the name, MGM Family. We are 
just making the concept stronger and 
better. MGM has been known for its 
wholesome entertainment for 75 years, 
so it’s a natural marriage. 

When the service is relaunched in 
September it will be a general enter- 
tainment channel with the strong pro- 
gramming that Family has become 
known for. It will still have separate 
dayparts for preschoolers and teens. 
In the evening we will be putting on 
some entertainment that is more suit- 
able for adults. So, each group of the 
family will have their own daypart on 
the channel. 


WSN: Do you hope to get more MGM 
blockbuster films before they air in the 
market? 

PUPO-MAYO: That is still to be deter- 
mined. The windows will be organized 
in a way that benefits both MGM and 
their investment in the channel. 


WSN: Do you plan to create or acquire 
any new channels? 

PUPO-MAYO: We are always looking for 
good opportunities. It is becoming 
increasingly difficult for a single chan- 
nel to operate in a business that is con- 
solidating—both among operators and 


programmers. If we want to grow and | 
do well, we will need to add to our pro- | 
gramming services....We are actively | 
looking right now and we are consider- 
ing several projects....It could be either 
a new concept or an acquisition....A 
good chunk of the viable niches are 
gone but there are still a number of | 
opportunities to create successful 
niche channels. 


WSN: We've talked about the impor- 
tance of having MGM as a partner. 
What does your other owner, United 
International Holdings, provide? 
PUPO-MAYO: UIH brings a lot to the 
table. They are a very strong cable 
operator. They are in Europe, Australia 
and Latin America and they have a very 
deep commitment to the programming 
business. When we were going through 
our ownership change, they remained 
solidly behind this project. So I am 
very happy they are onboard. Clearly 
they provide carriage. But they also 
give us some intangible benefits. | 
think having them as an owner makes 
it easier for us to understand the cable 
operators’ point of view and the issues 
facing them. 


WSN: Do you think the consolidation of 
the cable industry will cause more 
operators to take equity stakes in chan- 
nels in Latin America? 

PUPO-MAYO: You are already starting to 
see that and I don’t think it’s necessarily 
a bad thing. In fact, before we closed our 
deal with MGM, we looked at working 
with several operators. In Argentina. = 
eral operators have investments |: 

nels. And our owner, UIH, is doing 2. | 
with us and with other channe!s _a 








Window of opportunity: Having MG: M as a part- 
ner will allow MGM Family to air more prc- 
grams from the studio, such as Outer Limits. 
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Si su criterio para participar en un evento de cable es: 
¢ Calidad 
¢ Conferencias con temas de actualidad 
¢ Expertos oradores 
¢ Mas de 3000 m2 para exhibir sus productos 
¢ Un ambiente agradable en 
una ciudad espectacular... 
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How often have we asked for a box of Kleenex, made a 
Xerox copy, munched on Fritos, or gone for a spin on Rollerblades? 
Of course, the proper terms for such items are tissues, not 
Kleenex; photocopy, not Xerox; corn chips, not Fritos; and in-line 
skates, not Rollerblades. But these identifications are the stuff mar- 
keters’ dreams are made of. Each time we substitute brand-names 
for actual objects, we prove the power of the brand. 
The list of brands that we use in our 
\ daily vernacular has increased in recent 
vears to include TV channels, such as 
CNN or MTV, as well as consumer prod- 
ucts. But as programmers branch out 
into international markets, even the 
. | strongest brands face challenges. Exec- 
utives may make the mistake of assum- 
ing their brand is well-known when in 
fact is isn’t, or their brand may evoke unpleasant or controversial 
connotations that might derail their business plans. Not surpris- 
ingly, establishing a brand in a new territory is the most impor- 
tant—and challenging—task of the pay-television business. 
Ideally, of course, everyone would like to turn their logo into 
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one of the world’s elite brands. “A brand logo brings automatic 
recognition—there are only a handful worldwide,” says Jim 
English, the president of worldwide networks at the Playboy 
Entertainment Group. “Disney, Coca Cola, Xerox, IBM, just to 
name a few, and everyone’s thoughts about the product are the 
same— regardless of what country you're in.” 

But in the world of television, not everything that is popular 
translates into a global brand. “ABC or NBC...are not brands,” 
argues Jon Helmrich, the VP of international development at E! 
Entertainment Television. “They are highly regarded trade- 
marks,” and as such won’t travel across borders as easily as a 
brand like Nike or Sony, two companies that have firmly estab- 
lished their reputation in people’s minds. 

Of course, not every brand works the same way with everyone. 
Marketers often compare today’s international TV business to the 
retail business, but these are marketed in different ways. Gener- 
al entertainment channels “have a department store point of 
view,” adds Helmrich. “Macy’s or Bloomingdale’s have a million 
different meanings to different people, while niche channels, such 
as MTV or Nickelodeon, are boutiques.” 

In each case, however, the brand needs to be firmly fixed in a 
viewer’s mind. “You walk into an Armani store, and you know 
exactly what quality you'll be getting and what that store is all 
about,” says Ed Sullivan, the president and co-founder of Pittard 
Sullivan. “You tune into MTV and you know what you will get.” 

When that branding works, of course, the mere sight of a cor- 
porate logo will elicit specific feelings and actions. In a sense, iden- 
tifying a brand is like becoming a member of a social group. 
“Once you have the audience responding to your service as if they 


were part of a club, then your brand is successful,” says Sullivan. 

One obvious example of that is MTV. Tom Freston, the chair- 
man and CEO of MTV Networks, recently noted in a speech at 
Promax that MTV is often thought of as more a place than a chan- 
nel. Similarly, Nickelodeon has been successful because of the 
direct relationships it has established with kids. “[We make cer- 
tain] we view the world from a kid’s point of view,” says Freston. 

Such connections, Freston adds, are a “very real necessity in 
today’s marketplace. A strong brand helps consumers navigate 
through an increasingly cluttered environment. It offers them a 
set of signposts and a familiar set of values.” 

But as Freston and others readily admit, managing a brand 
isn’t simple. Characteristics that distinguish one brand from 
another can be very subtle, and a poorly conceived marketing 
campaign can mess up years of good branding very quickly. To 
avoid that problem, explains Chris Moseley, Discovery Commu- 
nication’s senior VP of networks in the U.S., the company care- 
fully moved into international waters, making certain to always 
keep in close touch with its target audience. “We concentrated 
on our core brand attributes,” she says. “We took what we knew 
[worked] in the U.S., rolled those attributes out in foreign terri- 
tories, and then got feedback from viewers.” 

Besides using visually arresting photography in its promotion- 
al campaigns to highlight the virtues of its documentary pro- 
gramming, Discovery also works to provide a dual viewing expe- 
rience that both entertains and informs. “Rather than watch TV 
just to be entertained, Discovery also wants to offer info-morsels 
that allow viewers to be informed,” Moseley says. “Instead of 
telling about a place or subject, we show them. There are not a 
lot of filters between us and the viewer—there aren’t many hosts 
explaining. We take people there and let them experience it.” 

While Discovery’s documentary programming evokes similar 
responses all over the world, other programmers must sometimes 
struggle with the different images their shows evoke. Playboy’s 
erotic fare produces “different perceptions in every culture— 
some are close, but they’re not all the same,” admits Playboy’s 
English. In both Asia and Latin America, he notes, “Playboy most 
often brings to mind high quality, beautiful women and [an afflu- 
ent] lifestyle. [In Europe, however,] Playboy represents high qual- 
ity and beautiful women, but the name doesn’t have the same 
panache as it does in the other two territories. Europe is cool and 
trendsetting in fashion and design. We had to work very hard to 
set up a contemporary look. We discovered we had to be more 
irreverent, more hip, more aggressive about our product.” 

Playboy’s initial ad campaign in the U.K., which centered on 
couples and relationships and featured billboards touting the tag 
line “Moregasms,” had to be replaced with something “dirtier and 
nastier,” says English. A new tag line was created (“Don’t live the 
fantasy—get the real thing”) and the promotion featured beautiful 
blond women clad in black leather underwear who sported black 
wristbands with metal studs in them. 

Because every culture regards sex in its own way, Playboy has 
also had to put together a different marketing strategy each time 
it launches its channel in a new territory. In Latin America, for 
example, where the population is strongly influenced by the 
Catholic Church, Playboy management chose to “go in soft and 
cozy” explains English. “We decided on a more romantic 
approach....You have to make it look like you’re advertising a 
telenovela.” Variety, it seems, is not only the spice of life. It also 
makes for effective branding. —Anna Carugati 
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By Anna Carugatl 





As cable companies engineer multi-billion-dollar 
deals, phone companies once again embrace conver- 
gence and digital platform providers woo consumers 
with hundreds of new networks, the global 
pay-television industry enters a new era. 


n late June, when AT&T’s chair- 
man, Michael Armstrong, and 
TCI’s chairman, John Malone, 
sat on the stage of a large meet- 
ing room in AT&T's New York 
City headquarters to announce 
a $48 billion deal that will put 
the world’s largest cable company inside 
the world’s largest long-distance phone 
company, their news was both a blast from 
the past and a glimpse of the future. 


In the early 1990s, Malone and other 
powerlful cable operators had announced 
aggressive plans to revolutionize the 
industry by offering digital systems that 
would deliver television, phone and 
Internet services over one wire. All of 
this was supposed to happen in only two 
or three years, but tests of digital inter- 
active cable systems proved disappoint- 
ing and attempts by phone companies to 
enter the entertainment industry were 
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Monkeying with the schedule: 7/ie National 
Geographic Channel has replaced NBC's entertain- 
ment networks in many Asian and European 
markets, airing programs such as National 
Geographic Explorer “Spunky Monkey”. 








disastrous. By the mid-1990s, cable 
stocks were trading far below the market 
as Wall Street analysts wondered if the 
cable industry had a future in a digital 
world dominated by satellites, dishes 
and computers. 

Not surprisingly, the takeover of TCI 
by AT&T quickly revived much of the 
discredited talk about a 500-channel, 
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Dueling digital platforms: New DTH services are offering viewers more blockbuster films, such as Columbia 
TriStar’s The Mask of Zorro. 


interactive digital universe that would 
combine phones, computers and televi- 
sion. Just how soon this convergence 
might happen remains murky (TCI 
claims that it can offer many of these 
services within two years) and the 
direct impact of this deal on interna- 
tional markets is foggy—AT&T and 
TCI executives referred to global mar- 
kets only once during their lengthy 
press conference. But the revival of the 
debate over convergence highlights a 
number of issues that have long been of 
critical importance to the future of pay 
television. 

The issues are particularly important 
to Europe, where many of Malone’s 
visions have already become reality. A 
growing number of consumers there are 
already able to make phone calls over a 
cable system or access the Internet 
through their television set. But as the 
industry has worked to offer consumers 
more choices, it has also struggled to 
face up to the other side of consumer 
choice—rejection. What happens when 
consumers aren't interested in more 
choices, don’t want to pay more for a 
digital DTH service or don’t like the pro- 
gramming choices a particular network 
has made? 

In the last year, those questions 
have forced a number of major players 
to seriously reconsider their strate- 
gies. Consider, for example, NBC, 
which has launched a global business- 
news service, CNBC; two entertain- 
ment services, NBC Asia and NBC 
Europe; and set up a joint venture 
with National Geographic Television 
to launch documentary channels. In 
1997, NBC was able to strengthen the 
prospects of its CNBC service by 





acquiring the unprofitable EBN and 
ABN networks from Dow Jones, 
which had decided to get out of the 
business. But only a few months later, 
losing money on NBC Asia and NBC 
Europe, the network decided it was 
time to change direction. This spring 
it announced a wide-ranging deal to 
replace its NBC Asia and NBC Europe 
feeds with the National Geographic 
Television Channels. 

Similar stories can be found in Ger- 
many, where the KirchGruppe is strug- 
gling to revive its financially disastrous 
DF1 digital services; in Spain, where Via 
Digital is bringing in a number of new 
executives; and even in Hollywood, 
where studios are launching, reformat- 
ting or shutting down networks. This 
spring, for example, as MGM was shut- 
ting down its Asian MGM Gold feed, ii 
was simultaneously moving to increase 
its carriage in Latin America by buying a 
00-percent stake in The Family Channel. 
This September, that network will be 
relaunched as MGM Family. 

To more closely examine how the 
global pay-television business is grappling 
with rapid change, WSN has spent the las! 
two months interviewing dozens of chan- 
nel executives and cable operators from 
all over the world. This four-part survey, 
which covers Europe, Asia and Latin 
America, illustrates that the issues facing 
the industry vary all over the world. Some 
markets haven't even entered into the 
analogue world, while others are already 
adopting the technology of the 21st cen- 
tury. But everything we found indicates 
that the pay-TV business must do a bet- 
ter job of adapting to individual markets 
and providing consumers with choices 
they actually want. ia! 
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As digital delivery 
systems spread 
through Europe, the 
industry faces some 
tough growing pains. 


ack in the 1980s, following 
the initial success of cable 
channels in the United 
States, programmers be- 
lieved that there was an 
even bigger pot of gold to 
be found in Europe, which 
planned to create a unified, borderless 
economy in the year 1992. With a popu- 
lation of some 350 million people, stable 
governments and mature market econo- 
mies, Europe appeared the obvious first 
territory to receive U.S. channels. Many 
affluent Europeans, who offered a per- 
fect target for multinational advertisers, 
spoke English. So, many of the early 
cable and satellite networks hoped they 
could spread their feed across all of 
Europe and finance their operations with 
pan-European advertising, which was 
seen to have a huge potential. 

“In the period between 1989 and ’96 it 
was generally believed that putting 
together investors, securing a library and 
keeping fingers crossed in hopes that 
advertising revenues would be sufficient 
was enough to secure the success of a 
channel,” says Tony Garland, the presi- 
dent of Universal Studios Networks. 

But, as Garland and others are quick 
to point out, these bullish hopes were 
soon dashed. Cable and satellite multi- 
channel television did become a reality 
in nearly all European countries, but its 
success was not based on pan-European 
programming or advertising. Today, the 
most successful channels have realized 
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Don’t touch that dish: Ze advent of digital terrestrial television in markets such as the U.K. offers 
producers such as Carlton potential outlets for productions such as Heat of the Sun, which originally 


aired on ITV. 


that attracting local viewers and local 
advertising dollars is crucial. 

Even CNN and MTV, which were 
among the first proponents of pan- 
European feeds, have been regionaliz- 
ing their offerings, and a number of pan- 
European services have disappeared. 
“European markets are going through a 
period of transition,” says Ross Por- 
tugeis, the managing director at Turner 
International Television Distribution. 

One reason for those growing pains is 
that the market for basic-cable advertiser- 
supported channels is extremely satu- 
rated in some important markets, such 


as Germany. Channel capacity remains 
a significant issue in a number of mar- 
kets. And increases in advertising rev- 
enues have not kept pace with the 
growth in channels chasing those rev- 
enues. As a result, the programming 
business is beginning to make little 
economic sense in markets such as 
Germany, where channels must pay 
cable operators for carriage and cannot 
rely on dual revenue streams. 


ONE EUROPE? 


Beyond these generalities, program- 
mers must pay close attention to the 
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development of local markets. Above and 
beyond the varying regulatory regimes, 
some markets are heavily cabled, such 
as the Netherlands (with 95-percent pen- 
etration) and Belgium (94 percent). On 
the other extreme is Italy. Here, cable 
penetration is negligible, at about one per- 
cent. But Stream, a subsidiary wholly 
owned by Telecom Italia, is laying cable in 
major Italian cities and is offering a pack- 
age of channels. And a DTH battle is tak- 
ing shape. Soon the Telepiu analogue ser- 
vice and digital platform, which is owned 
by Canal+, may have to compete with a 
new platform. Rai, Telecom Italia and the 
Cecchi Gori Group (which owns Tele- 
montecarlo) are reportedly in discussions 
with the French commercial broadcaster 
TF1, a shareholder in the French digital 
platform TPS. 

Spain also has very low cable penetra- 
tion, about two percent, and there are two 
digital platforms there. Canal Satelite 
Digital, owned by the publishing compa- 
ny Prisa and by Canal+, is competing with 
the government-backed Via Digital. 

Between these two extremes lie the 
U.K. and Germany, where both the cable 
and DTH industries are highly developed. 
In the U.K., cable penetration Is at 12 per- 
cent and DTH at 17 percent, while Ger- 
many has 57-percent cable penetration 
and 27-percent DTH penetration. But few 
expect those ratios to remain static. In the 
U.K., BSkyB has just started a soft launch 
of its digital package; the full rollout will 
take place in September. Digital terrestri- 
al television is also expected there soon. 

Even more tumultuous is the Ger- 
man market, where the E.U. Commis- 
sion blocked a proposed merger of 
DF 1, which is owned and operated by 
the KirchGruppe, and Premiere, 
which is jointly owned by Bertelsmann 
and the KirchGruppe. That ruling 
could force Kirch to close DF1 and 
work with Bertelsmann to expand Pre- 
miere’s digital offering, or it might 
lead the two companies to offer the 
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E.U. more concessions to gain regula- 
tory approval for the merger. 

In France, cable has a 12-percent pene- 
tration, and satellite penetration is at 14 per- 
cent and growing. Three digital platforms 
are operating: Canalsatellite Numérique, 
owned by Canal+, and TPS, owned by the 
terrestrial broadcasters and AB Sat, which 
is privately held. 


DIGITAL DILEMMAS 


In some respects, the launch of digital 
platforms in France, Italy, Spain, Germany, 
Belgium, Poland, the U.K. and Scandi- 
navia would seem to solve some of the 
industry’s more pressing problems, offer- 
ing carriage for channels that were not 
able to get on local cable systems or into 
some markets, such as Spain and Italy, 
that have negligible cable penetration. 

These platforms have not only 
allowed some new entrants into the mar- 
ket, they have also allowed others to 
expand their offerings, a strategy that 
many believe is important. “You need to 
program and package right,” says Rick 
Phillips, the executive VP of MGM Net- 
works. “The worst position for a channel 
provider to be in is [to offer only] a sin- 
gle channel. It’s a tough business to be 
in if you don’t have distribution leverage.” 

Digital platforms offer new opportuni- 
ties to those companies that can launch 
more than one channel. Discovery, which 
has already placed its channel throughout 
most of Europe, will be launching new 
channels as part of a joint venture with the 
BBC. “Similar to the publishing business, 
we're creating a ‘magazine rack’, with 
some channels being broad based, and 
others more specific,” says Joyce Taylor, 
the managing director of Discovery Com- 
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munications, Europe. Discovery’s other 
channels include Discovery Kids, current- 
ly up and running in Latin America, as well 
as E] Nuevo Travel Channel: People + Arts, 
and a slate of other services it is produc- 
ing for the U.S. digital market and may 
want to roll out internationally. 

Besides expanding its offers to give 
it more leverage with various delivery 
systems and to provide economies of 
scale, Discovery also works to collects 
both advertising and subscription rev- 
enues from a total of 16 million homes. 

Many executives add that the ability 
to collect a dual revenue stream is 
increasingly crucial to the industry’s 
future profitability. “In the past year, we 
have seen that the future success of 
channels depends on having two sources 
of revenue—subscription and advertis- 
ing,” says Universal's Garland. “This has 
transformed the business. I don’t see 
this as a crowded market anymore.” Uni- 
versal launched two channels in the past 
year: 13th Street, an action suspense 
channel in France and Germany, and 
Studio Universal, a movie service in Italy. 
It is looking at other territories as well. 


PROGRAMMED FOR SUCCESS 


Even in the digital world, however, pro- 
gramming remains key, as the reformat- 
ting or closure of several channels indi- 
cates. For example, NBC Europe, which 
was formerly called NBC Super Channel, 
has expanded its existing partnership with 
National Geographic Television. In a joint 
venture, the two companies have already 
launched National Geographic Channels 
in territories including the U.K., Ireland, 
Scandinavia and Australia. 

On July Ist, the partnership offered 
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the premiere of the National Geographic 
Channel Europe, and the service has 
inherited the 11-million-home distribu- 
tion previously enjoyed by NBC Europe. 
Its schedule will feature a block of 
CNBC and NBC programming from 6 
a.m. until noon, and National Geograph- 
ic fare in the afternoon and evening. 

“The deal with NBC was an unex- 
pected gift offered to us because of our 
partnership with them, and was being 
considered for about a year,” says Sandy 
McGovern, the president of National 
Geographic Channels Worldwide. 

CNN, in Europe since the mid-1980s, 
has also been regionalizing their feeds. 
CNN “had been exporting U.S. program- 
ming, and we dramatically reversed 
course,” explains Chris Cramer, the presi- 
dent of CNN International. “The European 
market has rejected U.S. product massive- 
ly.” In response, CNNI, whose European 
feed reaches more than 100 million homes 
in Europe, Africa and the Middle East, has 
embarked on a long-term plan to regional- 
ize the feed. “We will regionalize CNNI, 
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Dances with moguls: New digital platforms are allowing networks like 
Fox Kids, which airs such fare as Anastasia, to find a home in Europe. 


=4| bringing it closer to the 
f=) audience, by offering inter- 

& national news with a 
regional perspective,” he 
Ma says. Already, nearly 90 
__] percent of CNNI’s pro- 
gramming is produced 
| outside the United States. 
| Cramer also notes that 
the news net plans to 
“produce vernacular ver- 
| sions wherever possible, 
similar to the prime-time 
German-language win- 
dows on CNNI’s Europe 
feed.” With a quarter of 
CNNI’s European audience in Germany, 
Cramer adds, “our German windows are 
the blueprint for what we will do in the rest 
of the world.” So far, the strategy is pay- 
ing off. CNNI’s first-quarter advertising 
revenues were up 66 percent over 1997’s. 
“Our revenues during the first eight 
months of regionalization have surpassed 
our expectations,” says Cramer. 


NOT CHILD'S PLAY 


But regionalization doesn’t always 
ensure survival. Nickelodeon, despite 
an ambitious program to adapt its ser- 
vice to the German audience, was 
forced to shutter the service this 
spring. Karen Flischel, the managing 
director of Nickelodeon Europe, 
explains the network’s problems by 
noting that Nickelodeon was bumped 
off cable systems when the main cable 
operator, Deutsche Telekom, made 
room for Kinderkanal, a kids’ channel 
owned and operated by the two state- 
run broadcasters in Germany, ZDF 
and ARD. In addition, Nickelodeon, 
like all other cable channels in Ger- 
many, had to pay the operators for car- 
riage, instead of being paid a certain 
amount per subscriber, as is custom- 
ary in the U.S. and several other coun- 
tries. Ultimately, the cost of limited 
distribution and paying operators 
does not add up to a viable financial 
formula. 

Nickelodeon’s experience points to 
the intricacies and idiosyncrasies of 
the European cable and satellite mar- 
ket and the need for programmers to 
adapt to the structure of each market. 
It’s impossible to make generaliza- 
tions about the cable and satellite 
industry in Europe because “Europe 
doesn’t really exist; the variation 
country to country is enormous,” Dis- 
covery’s Taylor says. 

Nor is Europe unique in its diversity. 
As the next two parts of this feature 
explain, programmers are also paying 
close attention to local conditions in Asia 
and Latin America. a 
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As the Asian economic 
crisis deepens, pay-TV 
executives say they are 
more committed than ever 
to the market. Here’s why. 


s Asian stock markets col- 
lapsed in 1997 and it 
became apparent this 
year that the crisis was 
going to be much deeper 
and more serious that 
anyone had imagined, the 
region’s pay-television sector was left 
with a few very unpleasant questions. 
Long before Asian stock markets disin- 
tegrated, dozens of cable and satellite 
networks failed to reach their financial 
goals. Despite the bullish projections 
that were issued by the industry in the 
mid-1990s, most cable and satellite net- 
works continued to lose large amounts 
of money in the late 1990s. If the indus- 
try had been a disappointment during an 
economic boom, what would happen to 
it during a bust? 

At first, the response was one of cau- 
tious optimism. Few people believed that 
the Asian tigers, which had been one of 
the world’s great success stories in the 
1980s and early 1990s, would be serious- 
ly hurt by a mere currency crisis. And, 
when it became apparent that the crisis 
wasn’t simply caused by a few currency 
speculators, most people compared the 
situation to the devaluation of the peso in 
Mexico. The general consensus was 
that if the Mexican economy, which is 
not known for its strength, could bounce 
back, then Southeast Asian economies 
would quickly be on the mend. 

But as the crisis has progressed, with 
Japan officially admitting it is in a reces- 
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Heads up!: Despite warnings that the region’s economic crisis is deepening, MTV has increased its penetration and ad 
sales by regionalizing its service. 


sion and China facing new pressures to 
devaluate its currency, the crisis has 
assumed a new sense of urgency. Some 
analysts have suggested that the crisis 
could produce a global slowdown—a 
development that could affect the pay- 
TV business in the most prosperous 
markets—and even the most optimistic 
forecasters admit Asia’s woes will hurt 
the industry for months, perhaps years, 
to come. 

One immediate casualty was MGM 





Gold, although the decision to close 
down the channel this spring was due to 
a number of factors besides the region’s 
economic troubles. “Taiwan has 13 
movie channels with no real tiering, and 
HBO has current product from five stu- 
dios,” explains Rick Phillips, the execu- 
tive VP of MGM Networks. “For basic 
channels, it’s hard to survive in that 
environment.” 

But despite such difficulties, most 
pay-I'V executives remained committed 





‘Asian... 


to the market, noting that there 
is little evidence of massive 
subscriber declines in the 
region. Jon Griffin, the manag- 
ing director of Novocom in 
Asia, notes that “in Asia, sub- 
"| scriptions have levelled off 
somewhat, due to the econom- 
| ic situation, and a few start-ups 
failed to happen. Yet in some 
areas, such as Thailand, it is 
very evident that subscriptions 
are up because more people 
are spending more time at 
home.” According to Kevin- 
john McIntyre, the senior VP 
and general manager of Dis- 
covery Channel Asia, “the pay- 
TV business will not go away, 
even if at the moment there is a 
Crisis.” 

McIntyre and others also 
stress that Asia has always 
required a great deal of 
patience. “Asia is a long-term 
proposition,’ adds Diane 
Schneiderjohn, the senior VP 
of network distribution and 
affiliate marketing for Turner 
International Asia Pacific. She 
believes that “the crisis slows 
down the time line” for the 
region's networks to reach 
profitability and that in the 
short term it will reduce the 
amount of capital being invest- 
ed in cable and DTH systems. 


ROLL THE DICE 


The fact that many players continue 
to view the region with some cautious 
optimism can also be seen in the fact 
that a number of channels continue to 
be launched. The BBC’s and Discov- 
ery’s Animal Planet bowed at the end of 
June and the Kermit Channel, jointly 
owned and operated by The Jim Henson 
Company and Hallmark Entertainment, 
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is scheduled to launch in September, E! 
Entertainment Television is expecting to 
open in the Japanese market later this 
year, and AXN, a Sony-backed action 
network, continues to expand its reach. 
most recently announcing plans to 
launch in Japan. 

“Along with Latin America, Asia is the 
greatest growth area in the TV busi- 
ness,” argues George Stein, the presi- 
dent and CEO of the Hallmark Enter- 
tainment Network. “In Asia, it doesn’t 
make sense to wait and see when the cri- 
sis will blow over—most people hope it 
will be a short-term hiccup, but it could 
last two years. We have to get in and 
stick it out.” Discovery’s McIntyre 
agrees, noting that “Animal Planet is a 
family service and we must establish a 
beachhead at a critical time in an impor- 
tant demographic.” 

Yet McIntyre and others add that 
those who remain bullish on Asia must 
adapt their business plans to the crisis. 
One strategy for weathering the Asian 
crisis is to keep overhead low and fixed 
costs down, argues Hallmark’s Stein. 
Hallmark achieves this by shipping the 
entire channel content by courier from 
its headquarters in Denver to staff in 
local offices which then puts the pro- 
gramming on the air. “There are disad- 
vantages,” he says, but the cost savings 
are worth the minimal risk of not seeing 
the final product. 

Some programmers have also been 
willing to show some pricing flexibility 
with local cable operators, arguing that 
in the long run, their prosperity depends 
on the profitability of various delivery 
systems. “Cable operators collect rev- 
enues In local currencies, and our costs 





Digital rising: The launch of digital platforms in Japan is allowing a number of channels to break into 


Asia's most important market. 


are in U.S. dollars; this makes it more dif- 
ficult for them to pay us,” says Discov- 
ery’s McIntyre. “But they are our long- 
term business partners and we want to 
help them get back on their feet.” 

At the same time, the crisis has made 
the reality of various local markets more 
important than ever. “There is no ‘Asia’,” 
says McIntyre. “Every country is com- 
pletely different, with different levels of 
development of cable infrastructure, and 
[every country] has been [affected to a 
different degree by the] economic cri- 
sis,” from 50-percent devaluation of cur- 
rencies in some countries to social and 
political unrest in Indonesia. In addition, 
“the cable and satellite topography of 
each country is extremely uneven, from 
Taiwan, which has the most dense cable 
penetration in the region, to India, 
where cable is extremely robust, but not 


CABLE HOMES IN ASIA 


Percentage of TV Homes 


Australia 

China 

Hong Kong 

India 

Indonesia 0.3 
Japan 14.9 
Malaysia L,I 
Philippines 6.8 
Singapore 1 
South Korea 5-9 
Taiwan 81.9 
Thailand 2.7 


5.1 
7-7 
17.6 
8.0 

85.7 
3-5 


Source: Estimates from Zenith Media's Television in Asia Pacific to 2002. 


For further information contact: 44 171 224-8500. 
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a penny is being collected by cable oper- 
ators,” says McIntyre. “Japan is techni- 
cally sophisticated while other territo- 
ries are still developing.” 


A GREAT LEAP FORWARD 


Over time, however, McIntyre and 
others believe, the region is moving in 
the right direction. “Every country is 
deeply committed to building its tele- 
com infrastructure,” McIntyre says. 
“Every layer of society from the govern- 
ment to business, from banking to con- 
sumers, wants a modern communica- 
tions and television industry.” 

McIntyre also argues that the region 
has the advantage of building this infra- 
structure with the most modern tech- 
nology and, as a result, they aren’t ham- 
pered with an analogue infrastructure as 
they make the transition to digital. 


“They're moving directly into digital 
fiber optics,’ McIntyre says. “In a simi- 
lar manner, mobile phones are filling the 
telephony gap very rapidly.” 

And there are some signs that the 
financial crisis may not hurt the pay-TV 
sector as much as other industries. 
“Even though the economic crisis 1s 
severe and growth is restrained, people 
are staying home more and spending 
less,” says McIntyre, who argues that 
cash-strapped families may find it more 
cost effective to buy a cable subscription 
than spend a night out on the town. 

This may also partly explain why Dis- 
covery’s family-oriented programming 
remains so popular in the region, 
encouraging others to expand their fam- 
ily-oriented offerings. “We think the Ker- 
mit Channel will do exceptionally well,” 
says Hallmark’s Stein. “It will program 
for preschoolers in the morning, older 
children in the afternoon and will fea- 
ture Hallmark movies in the evening.” 

The Cartoon Network has also been 
successful in the region. Not only is it 
popular among young viewers, but, 
Turner’s Schneiderjohn says, “sub- 
scribers are not sliding, and advertising 
is right on target. A lot of companies are 
still trying to reach Asian audiences, 
people are still watching TV and cable 
is avery efficient buy.” 

In the long run, the crisis may also 
have a beneficial effect, forcing Asian 
economies to open up their markets for 
foreign investments or to reform their 
financial systems so that capital is allo- 
cated more effectively. If so, the Asian 
tigers may come out of this crisis 
stronger and better equipped to face 
the digital era of pay television. ia 


DIH DISH HOMES IN ASIA 


Percentage of TV Homes 


Australia 
China 
Hong Kong 
India 
Indonesia 
Japan 
Malaysia 
Philippines 
Singapore* 
South Korea 
Taiwan 
Thailand 


* includes terrestrial UHF reception 


Source: Estimates from Zenith Media's Television in Asia Pacific to 2002. 


For further information contact: 44 171 224-8500. 





WORLD SCREEN NEWS 














Latin America, after years 
of economic woes, has 
emerged as the world’s 
fastest-growing market. 


atin America has been 
considered a new fron- 
tier in the business of 
cable and satellite-deliv- 
ered channels for the last 
few years, but never has 
this idea been as strong as 
in the last 12 months. “Since Asia has 
fallen upon hard economic times, Latin 
America has become the real focus of 
many companies,” says Ed Sullivan, the 
president of design firm Pittard Sullivan. 

Much of that optimism can be traced 
to recent changes in the market, rang- 
ing from the proliferation of channels to 
the consolidation of the cable industry 
and the launch of two competing digital 
DTH platforms, Galaxy Latin America 
and Sky Latin America. 

While all of the markets are undergo- 
ing rapid change, Argentina has the 
highest cable penetration rate, with 5.19 
million homes. Brazil, meanwhile, which 
has about 2.5 million pay-TV homes, is 
just at the beginning of its development, 
and holds the greatest potential. Also 
promising is Mexico, with some two mil- 
lion cable homes; the rapidly growing 
Chilean market, with 700,000 homes; 
Peru, which now has some 500,000 
homes; and Colombia, which is trans- 
forming its illegal pirated operations into 
a legitimate business. 

But for all this growth, the market 
faced a number of growing pains in 
1997. Subscriber growth was slow, 
churn rates increased in some areas and 
some channels went out of business or 
were reformatted. Channel capacity 
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The big bang: As the Latin American pay-TV business expands, some services such as the Cartoon Network 


are already profitable. 


made it difficult for new channels to 
launch, and the number of subscribers 
to the DTH platforms was much lower 
than expected. In addition, foreign chan- 
nels from the United States and Europe 
are having to face competition from local 
and regional channels. 

“There has to be a shakeout,” says 
Dawn McCall, the senior VP and gen- 
eral manager of Discovery Communi- 
cations Latin America/Iberia. “NBC 
Canal de Noticias [went out of busi- 
ness] and other international channels 
may be in trouble, too. They may have 
to bring in partners.” To survive in the 
Latin markets today, “a company has 
to have deep pockets and either a pro- 
gram library or a very strong pro- 
gram-development partner,” she con- 
tinues. “To start, you can’t rely on 
acquisitions if you want to be aclass A 


network. Viewers have become more 
sophisticated, they see the difference, 
and are unwilling to accept a lower lev- 
el of quality.” 


NO ROOM AT THE INN 


Many of these concerns can be 
traced to the reality of the market. Pay- 
TV penetration remains low, viewers 
have been slow to accept the digital plat- 
forms and the market is increasingly sat- 
urated with channels, thus reducing the 
opportunities to successfully launch 
new nets. As a result, some new chan- 
nels have had to give cable operators a 
percentage of their revenues to secure 
carriage. And the nets that had hoped 
to recoup that income from advertising 
are discovering that cable advertising is 
still in its infancy. 

“Advertising will push forward the 
cable business,” says Jaime Sandoval, 
the VP of programming and production 









for E! Entertainment Television. “But we 
have to convince advertisers that this is 
a new media. We should not compare 
[ourselves to] free TV. Pay TV is more 
similar to print media due to its reach 
and fragmentation.” 

A number of executives see these dif- 
ficulties as something that should have 
been anticipated. Mary Ann Halford, the 
senior VP and general manager of Canal 
Fox and Fox Kids Latin America, points 
out that “there was a bigger growth of 
the industry than was expected and it 
was not manageable. On top of that 
there is the Asian crisis [which hurt 
some countries like Brazil]....But these 
facts are cyclical. The industry will keep 
growing.” 

The low growth in penetration of mul- 
tichannel homes in 1997—an increase cal- 
culated at six percent in Argentina and 
four percent in Mexico—has not only 
affected programmers, it has hurt cable 
operators as well. Lower subscription rev- 
enues have made it harder for the indus- 
try to cover the huge amounts of money it 
has already invested and more difficult to 
raise money for new technologies, such 
as set-top boxes that would make it easi- 
er to install premium tiers. 

However, some markets are moving 
cautiously in that direction, in part 
because creating premium tiers will 
generate much needed new revenues. 
The two main Chilean operators just 
installed premium tiers, and in Mexico, 
premium channels have penetrated 20 
percent of the cable universe and now 
reach about 400,000 households. Mexi- 
can operators also count on the advan- 
tage of offering a healthier basic pack- 
age ofa little over 30 channels, compared 
to the more than 50 offered in Chile and 
Brazil and 65 in Argentina. 

But the problem of tiering isn’t just a 
matter of technology. Many movie chan- 
nels, such as HBO Ole, that would nor- 
mally be considered premium nets, are 
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Gateway to success: Many of the U.S. networks, such as Nickelodeon, are plotting their Latin American 


strategies from Miami. 


now airing on basic cable, and operators 
may have an uphill battle convincing 
subscribers to pay more for services 
than they already get on basic. “It is like 
a circle,” says Genaro Rionda, the presi- 
dent and CEO of Latin American Pay 
Television Service, the company that 
produces the movie service Cinecanal 
and recently launched two premium ser- 
vices, Cinecanal 2 and Movie City, in 
Mexico and Chile. “There were no pre- 
mium products because there were no 
set-top boxes. Now there are no boxes 
because there is no premium product.” 
Negative churn rate has been anoth- 
er problem in the market, but industry 
executives do not seem terribly worried. 
“This situation should not cause panic,” 
says Fox’s Halford. “This happens in 
economies that are growing. It is called 
a breather.” Gonzalo Baeza, the pro- 
gramming VP at Metropolis-Intercom in 
Chile, agrees. “Today people have tak- 
en pay TV as a basic necessity,” he says. 
“They [may] have tried it [and] discon- 
nected because they did not want to pay. 
But [eventually] they discover they can't 
live without it and are reconnecting.” 


PAINFUL PREMIUMS 

Many of the most commonly seen 
problems are particularly evident in 
Argentina. As the region’s most heavily 
cabled market, with 5.19 million cable 
subscribers, scores of cable channels 
have attempted to break into the mar- 
ket. But, despite the fact that many sys- 
tems offer over 60 channels, getting car- 
riage remains difficult. For starters, the 
cable industry has been undergoing a 
period of consolidation that has drasti- 
cally reduced the number of cable oper- 
ators to three main MSOs: Multicanal, 
Cablevision/TCI’ and Supercanal, which 
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together control over two thirds of the 
market. 

“Now, with consolidation, you have to 
speak to only a couple of people instead 
of 25,” says Eduardo Vera, the VP of 
sales and affiliate relations for Latin 
America at Hallmark Entertainment 
Network, who believes the consolidation 
will create better business practices and 
improve growth. 

But the industry still needs to 
improve its revenues. As in all heavily 
cabled markets, subscriber rates have 
slowed and operators are looking for 
new ways to increase their revenues. 
This can be done by tiering their ser- 
vices and offering basic and premium 
packages. But in order to offer premi- 
um services, the subscriber needs an 
addressable decoder box. So, operators 
have to either persuade consumers to 
spend the money or else subsidize the 
cost of the boxes. Operators will also 
have to persuade consumers that it is in 
their interest to pay more for networks 
they now receive on basic cable. To fur- 
ther complicate matters, tiering will also 
force some channels to be dropped, 
unless operators switch to digital. 

Although risky, tiering seems in- 
evitable, primarily because the opera- 
tors can no longer afford the program- 
ming costs of providing 65 channels 
without raising prices. In addition, the 
operators are paying as much as $2.00 
per subscriber for HBO but as little as 30 
cents per sub for USA Network, even 
though they get the same money from 
the subscriber for both channels. “The 
cable operators are in a difficult situa- 
tion,” notes Hallmark’s Vera. “They have 
no way to sustain programming costs... 
they have huge expenses in the area of 
football, and [they will have to make 


large investments to] establish...prem!- 
um services.” 

Despite the difficulties, tiering Is 
essential, according to Discovery's 
McCall. “Until they deal with tiering, 1 
will be very hard for new channels to 
launch.” 


BRAZIL RISING? 

While Argentina is struggling to cre- 
ate a more mature market, Brazil is hop- 
ing to finally live up to its potential. With 
Latin America’s largest population, econ- 
omy and television industry (more than 
36 million households), Brazil’s pay-tele- 
vision industry offers more growth 
potential than any other market. Indus- 
try analysts predict the number of mul- 
tichannel homes will reach between 12 
million and 16 million by the year 2002. 

But if few doubt Brazil’s capacity for 
growth, most also admit that some ser'- 
ous problems—such as unequal distrib- 
ution of wealth, massive poverty, political 
corruption and economic instability— 


have long prevented the pay-television 
industry from achieving its goals. 
Brazil's stock market and economy were 
also hit hard by the Asian financial cri- 
sis. These problems trickled down into 
the pay-television sector and the newly 
launched DTH systems achieved much 
slower growth in 1997 than their own- 
ers had hoped. Industry executives, 
however, believe that Brazil is finally 
ready to embark on an era of rapid 
growth. The government Is creating a 
better regulatory framework for the 
country and awarding new cable and 
MMDS licenses. Thanks to the new 
licenses and the industry’s bullish pro- 
jections, some executives expect that 
companies will invest more than $5 bil- 
lion in the cable industry over the next 
three years, a huge jump from the $700 
million invested in 1995. 

Foreign investors have been attract- 
ed by Brazil’s open pay-TV sector. 
Unlike free TV or the publishing indus- 
try, where the company’s owner has to 
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Airing arts: Rapid advances in multichannel technology are allowing Discovery and the BBC to launch 
new services such El Nuevo Travel Channel: People + Arts. 


WORLD SCREEN NEWS 








Moe 
ra] 


* 
’) 
\ 
. 


e)! 
VE Voy 


' \ Rs | 
Ye va | 
eh 


Looking for an entry: A number of services, such as The Hallmark Entertainment Network, rely on big- 


budget fare, such as The Odyssey, for expansion. 


be a Brazilian national, foreign investors 
can take fairly large stakes in pay-TV 
operations. 

The pay-TV industry is dominated by 
two main companies: Net Brasil, part of 
the Globo media group, and TVA, a sub- 
sidiary of the publishing group Abril. 
Net Brasil has been wanting to create a 
national service, but has not been able 
tc because of a lack of new licenses. “We 
have been waiting for years and we are 
now bidding for a good number of 
licenses,” says Antonio Barreto, the 
company’s CEO. “Nowadays we have a 
70- percent market share and we plan to 
consolidate it with a very aggressive 
presence throughout the territory.” 

Net Brasil acquires programming 
and formats that air over 50 delivery sys- 
tems reaching 1.7 million homes. TVA 
has a 25-percent market share—roughly 
600,000 subscribers—and is counting on 
the new licenses to make up the differ- 
ence with the competition. “TVA con- 
centrated its interests in wireless tech- 
nology (MMDS) and did not give much 
importance to cable, so that the number 
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of cable operations that TVA has ts very 
small compared to the competition,” 
says Alexandre Annenberg, the general 
manager of TVA Network. 

Both Net Brasil and TVA have formed 
partnerships with local companies to bet- 
ter cater to the tastes and needs of the 
different regions. “Cable is a communi- 
ty presence, so the local aspect is very 
appealing,” says Barreto. “Brazil is a 
country of contrasts: you have different 
areas, different responses and different 
incomes. If you want to be strong nation- 
ally you need local partners.” 

A big challenge for cable operators 
has been reaching the lower-income 
classes. Even though class C consumers 
contain the largest number of potential 
subscribers, they have an average 
income of only about $800 per month. 
Cable operators will have to come up 
with low-cost but attractive packages to 
convince these households to spend 
their disposable incomes. Given the fact 
that it will cost operators at least $12 a 
month to deliver programming to this 
group, it remains to be seen if they can 
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create packages that will prove both 
popular and profitable. 

One solution is tiering. Last year, Bar- 
reto notes, Net Brasil launched an aggres- 
sive campaign to install new addressable 
boxes that would allow the company to 
offer consumers different packages of 
channels. “We intend to have 40 percent 
of our subscribers with addressability by 
the end of the year, which will give us a lot 
of flexibility,” he says. 

“This is just the beginning for Brazil,” 


says TVA Networks’ Annenberg. Like 
most prominent Brazilian pay-TV execu- 
tives, he admits that tapping the market's 
potential profits also means avoiding its 
potential pitfalls by controlling costs and 
responding to the country’s diverse cul- 
tural and economic structures. “Whoever 
can read this market and control the 
costs in a very competitive environment 
will be the winner,” adds Net Brasil’s Bar- 
reto. And that may also be key to success 
everywhere in the world. Si 
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Skyjackers: Hollywood movies, such as Passenger 57 airing on WBTV—The Warner Channel, are helping 


the DTH business grow. 
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In the early 1990s, as some of the world’s largest media 
companies began to pour hundreds of millions of dollars’ worth 
of capital into the growing Latin American market, it would have 
been hard to predict that a Venezuelan company would emerge 
as one of the region’s largest and most aggressive global play- 
ers. The mid-sized Venezuelan economy is, after all, dwarfed by 
those of both Mexico and Brazil, and Latin America’s two 
largest television companies, Televisa and Globo, had the enor- 
mous advantage of being able to draw on the large advertising 
markets of their home countries to fund global expansion. 

Today, however, the Cisneros Group of Companies (CGC), 
which owns Venezuela’s largest broadcaster, Venevision, has 
emerged as Latin America’s most aggressive global player. In 
the last five years, CGC has purchased a stake in a major U.S. 
Spanish-speaking network, launched DTH platforms in Latin 
America, invested in European digital platforms and channels 
and announced plans to set up Latin America’s first pan-region- 
al broadcasting network. 

The man behind much of this expansion, CGC’s chairman and 
CEO, Gustavo Cisneros, admits that the company waited for a 
long time to aggressively expand internationally, but stresses that 
the globalization of its operations was always part of the plan. 
The group, which had been founded by his father, Diego Cisneros, 
in Venezuela in the 1920s, had long worked with foreign partners 

in various ventures, 


7 including ABC, which 
helped the company 
launch its first network. 
After Gustavo Cisneros 

y ini took over the company’s 
management in the late 
1960s, he proceeded 


cautiously, focusing on 
improving the station’s programming. The company’s first interna- 
tional expansion came when it established a sales arm to sell its 
popular telenovelas around the world, but its great leap forward 
came in the 1990s. “I always thought we could do it,”’ he says. 
“But we were very, very careful not to get ahead of what we were 
able to do. Doing things at the right speed is very important. We 
decided to expand globally only when we were set up to do it.” 
The right time came in 1993, after Latin American economies 
began to recover from the debt crisis of the 1980s and many 
governments were pushing policies designed to deregulate their 
economies or boost international trade. In the wake of NAFTA, a 
free trade agreement between Canada, the U.S. and Mexico, and 
Mercosur, a free trade agreement for the Southern cone of Latin 
America, Cisneros believed that Latin American companies that 
focused on global industries would be the most successful, and 
he decided to concentrate the company’s operations on media 
and telecommunications—two industries that offered a great 
deal of international opportunities. 


Since then, the company sold a number of businesses that 
were seen as operating outside its strategic plans, and used 
the proceeds to invest in new businesses. Most notably, CGC, 
which has about $3 billion in annual revenues from 70 compa- 
nies in 39 countries, joined with Hughes Electronics, Brazil's 
Grupo Abril, and Mexico’s MVS Comunicaciones to launch a 
DTH platform in the region, called Galaxy Latin America. It has 
launched Locomotion (jointly owned by Hearst), Playboy TV 
(jointly owned with Playboy Entertainment Group) and AdulTVi- 
sion (also a joint venture with Playboy). And it has acquired Ima- 
gen Satelital, an Argentinean company that owns six other 
popular cable and satellite nets. 

But as the company moves aggressively into newer media, it 
remains firmly committed to its roots in the broadcasting sec- 
tor. Recently, Cisneros set up a $500 million fund with Hicks, 
Muse, Tate & Furst, an American investment banking firm with 
extensive media interests, to invest in media properties 
throughout Latin America, the U.S., Spain and Portugal. The 
fund, which plans to buy $1 billion worth of assets by the end 
of this year, plans to add to CGC’s already extensive televi- 
sion broadcast holdings, which include Venevision; a stake in 
the U.S. Spanish-language network Univision; Chilevision, a 
national VHF network headquartered in Santiago; and the 
Caribbean Communications Network. Ultimately, Cisneros 
hopes to link all of those properties into a pan-regional broad- 
casting network, which could share programming, co-produce 
shows and work together on advertising and program sales. 

“| think broadcasting complements DTH and pay television,” 
he says. “Broadcasting is a good basis for producing the program- 
ming that DTH needs, and the broadcasting industry is a great 
way to promote DTH and other newer media.”’ One example of 
those synergies, he stresses, is in television production. In the 
near future, he hopes to ramp up the company’s production to over 
20,000 hours a year of new programming that could be placed on 
its cable networks and broadcast stations or sold overseas. 

At the same time, Cisneros plans to expand the company’s 
operations into Europe. One of its subsidiaries, the Cisneros 
Television Group, has already launched Locomotion and Play- 
boy TV into a number of European markets, and Cisneros has 
taken a stake in one of Spain’s digital platforms, Via Digital. 
In June, CGC and Hicks, Muse, Tate & Furst also took a stake 
in a major Portuguese broadcaster, and Cisneros Says the com- 
pany Is looking to invest in broadcast stations in Spain. 

“We look at the whole hemisphere—both Latin America and 
the U.S.—as well as Spain and Portugal, as one market,”’ he 
Says, adding that the company wants to become the dominant 
player in broadcast television, DTH, telecommunications and 
other media in the Spanish- and Portuguese-speaking world. 
In our exclusive interview, he talks about the rapidly expanding 
Latin American television business and what it means for tele- 
vision around the world. 


WSN: In a general sense, how American consumers better 


would you describe your basic 
strategies for expanding the 
Cisneros Group of Companies? 
CISNEROS: This is a very 
exciting time for business in 
Latin America. The region 
has made enormous strides 
in economic and _ political 
development and we are tak- 
ing advantage of this oppor- 
tunity by offering the Latin 


services specially tailored to 
their geographic area. 

But we are not limiting our 
horizons to Latin America. We 
look at the whole hemi- 
sphere—both Latin America 
and the U.S.—as well as Spain 
and Portugal as one market. 
We are working to become the 
dominant player in Spanish 
and Portuguese in those mar- 


kets and we are achieving 
those goals in a number of 
areas—telecommunications, 
media, programming and 
entertainment. 

We think that strategy will 
pay off. Latin American pay TV, 
cable and DTH, is the fastest 
growing in the world. DTH and 
cable are growing very fast in 
Spain and we see enormous 
potential in Portugal. 


WSN: Several years ago, in an 
interview with us, you indicat- 
ed that you wanted to restruc- 
ture the company and focus on 
media and telecommunica- 
tions. Why did you make that 
decision and what has it meant 
for your operations? 

CISNEROS: Basically, we decid- 
ed we wanted to be in a busi- 
ness that allowed us to operate 
in a very large geographical 
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At the controls: Gustavo Cisneros 
has built up a global multimedia 
empire that runs the gamut from 
broadcast stations like Venevision to 
cable networks like Locomotion 
(jointly owned with Hearst) 

and The Playboy Channel 

(with Playboy Entertainment). 





area. So, we decided to focus 
on telecommunications, tele- 
vision, programming and 
entertainment because these 
industries are global and 
because they gave us the 
opportunity to operate over a 
very large area outside our 
home market. That also 
allowed us to create a more 
focused strategy for the com- 
pany and led to [new invest- 
ments in broadcasting, DTH 
and radio]. 

With that experience in 
hand, we recently set up a 
fund with Hicks, Muse [Ibero- 
American Media Partners] 
that will invest $500 million to 
buy media properties. That 
fund already has joined with 
partners to buy a TV network 
in Portugal. In addition, we've 
bought another TV station ... 
and a radio network in Chile. 
So, we are moving quickly and 
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will be announcing more deals 
every few weeks. Our strategy 
is to be in every country in 
Latin America. 


WSN: What kinds of invest- 
ments will the fund be making? 
CISNEROS: The goal of our 
partnership is to acquire, 
develop and invest in media 
properties in Latin America, 
the U.S., Spain and Portugal. 
We are focusing our invest- 
ment activities on television 
[and] radio, as well as Span- 
ish- and Portuguese-language 
programming entities. Using 
those investments, we plan to 
create the first pan-Iberian 
media network. By the end of 
this year, we should finalize 
about $1 billion worth of deals. 


WSN: So, you are planning to 
combine all of your broadcasting 
investments into one network? 


eS 
CISNEROS: Yes. The broadcast- 
ing stations will have the same 
overall management, [which] 
will work with very strong local 
partners and managers. Com- 
bining them...under one man- 
agement has a number of advan- 
tages because there are many 
things they can do together. 
They can work together to buy 
equipment and programs and 
they can also work together to 
create and sell programs. 

There will be some com- 
monality in the programs they 
air.... [here are many areas 
where they can collaborate, 
such as in creating news. The 
new structure will also be a 
plus for attracting new adver- 
tising. I think we will change 
the way advertisers perceive 
Latin America. 

But we also want the sta- 
tions to maintain their local 
focus. So, when I say it will be a 





network, I mean that the sta- 
tions will work together while 
remaining focused and target- 
ed to the needs of their local 
audience. We are not going to 
force them to air programs that 
won't work for their market. 


WSN: You continue to invest in 
broadcasting, which is a more 
mature medium, while mak- 
ing large investments in new 
media such as DTH and cable 
networks. What role do you 
see broadcasting playing in 
the future of Latin America? 
CISNEROS: [ think broadcast- 
ing complements DTH and 
pay television. Broadcasting is 
a good basis for producing the 
programming that DTH needs 
and the broadcasting industry 
is a great way to promote DTH 
and other newer media. As 
direct-to-home expands it will 
need far more local program- 
ming and it will have to target 
different homes with different 
tastes with different program- 
ming. So, to satisfy that need 
we are expanding our produc- 
tion. Eventually we will be 
producing more than 20,000 
hours of new programming a 
year, and when we reach that 
goal, that will strengthen all of 
our investments. 

We will also be able to pro- 
vide Internet service and the 
way to promote that is on our 
broadcasting stations....The 
number of people who use 
Internet services is very low 
in Latin America and | think 
that will grow very quickly. We 





also have a joint venture to 
provide long distance tele- 
phone services with a compa- 
ny called RSL, which has oper- 
ations in Israel, Europe, the 
U.S. and Latin America, and 
that can be promoted on our 
broadcasting stations. 

I think all of the [delivery 
systems] complement each 
other. Our real focus is to be in 
a number of areas so that we 
can coordinate and use differ- 
ent media to expand all of our 
investments. Pay television 
still has a very low penetration 
in Latin America so the best 
way to promote it is on broad- 
casting.... 

Like most people, I don't 
know exactly when all of these 
technologies—the Internet, 
television and telephones— 
will come together. But I do 
know it will happen and we 
want to be in the driver’s seat 
when that happens. We want to 
be in broadcasting, DTH, satel- 
lites, telecommunications, the 
Internet and radio networks. | 
think we can achieve that in 
Spanish and Portuguese faster 
and more efficiently than...in 
other languages because those 
two languages allow you to 
reach such a large number of 
consumers. 


WSN: You mentioned that you 
are expanding your produc- 
tion. What kind of new pro- 
gramming are you looking at 
creating? 

CISNEROS: | think we have to 
expand our telenovela produc- 
tion and we are setting up new 
studios to do that. We are also 
looking at new channels. We 
have to have far more involve- 
ment in sports channels. We 
already do a great deal of local 
sports programming. We have 
to put that together and create 
a local version and a pan- 
regional network. 

We are also getting heavily 
into news. All of the television 
and radio networks we have 
all over Latin America allow us 
to set up the region’s best 
news gathering operation. It is 
just a matter of getting it 
together and recycling. So our 
production will grow and grow 
very quickly. Eventually we 
will have 20,000 hours a year 
of new programming. 
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WSN: How happy have 
you been with your 
DTH investments? 

CISNEROS: Very happy. 
We have proved that 
our technology is far 
better than our com- 
petitors. We have 
launched the service 
to subscribers in 16 
countries in Latin America and 
the Caribbean and in June we 
inaugurated the service in 
Argentina. We still believe we 
will have six million subscribers 
by the year 2006. We are avail- 
able in more markets in Latin 
America than our competition 
and we have 32 transponders, so 
we can provide over 300 chan- 
nels and other services, such as 
the Internet, to our subscribers. 


WSN: Yet DTH has not grown 
as fast as many people expect- 
ed, and both you and your 
competitors have not reached 
your subscriber projections. 
Why? 

CISNEROS: The growth was 
slow but that was not because 
there was less demand than we 
expected. Initially we had some 
operating problems in Mexico 
and Brazil. Those problems 
have now been corrected and 
we are on a roll in both mar- 
kets. In other areas, where we 
did not have operating prob- 
lems, the growth has been 
much faster. So we are very 
optimistic about the future. 






And the winner is...: Cisneros is try- 
ing to win the digital wars by boost- 
ing the company’s production, which 
already includes such fare as the 
Miss Venezuela pageant. 
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WSN: You and your 
partners also face a 
very powerful com- 
petitor, Sky Latin 
America, which is 
backed by News Corp., 
TCI, Televisa and 
Globo. Can two ser- 
vices survive? 
CISNEROS: We think we 
have the best service techno- 
logically speaking, and our box- 
es actually work. We have also 
launched our service through- 
out the continent—in Brazil, 
Mexico, Colombia, Argentina, 
etc. Each of these services is 
completely separate—the offer- 
ing we have for Brazil has noth- 
ing to do with the services we 
provide in Mexico—so we can 
better target local needs than 
our competitors. They are also 
only in selected markets. If you 
are going to do this, you need 
to serve the whole market. 
That takes a lot of money and a 
lot of dedicated feeds, which we 
provide. We have a long experi- 
ence operating all over Latin 
America, and it would be very 
hard money-wise and techno- 
logically to catch up with us. In 
fact, I think it will be impossible 
for them to catch up... 

So, to answer your ques- 
tion, we plan to have three 
quarters of the market. If one 
company has three quarters of 
the market and the other can 
survive with only one quarter 
of the business, then two ser- 
vices can survive. If not, there 
is only room for one. 


WSN: You just launched in 
Argentina, which is very heav- 
ily cabled. Can you attract 
many DTH subscribers in a 
market where most of the pay- 
TV business is already con- 
trolled by the cable industry? 

CISNEROS: First, we are going 
to be able to give many 
Argentineans who did not 
have access to cable a great 
service. It won't take long for 
people to see the difference 
between our signal and the 
others. The sound is far bet- 
ter and the programming is 
better. We can offer them bet- 
ter quality for less money. So, 
we will pick up subscribers in 
the countryside, and then, as 
people become aware of our 
services, we will make 
advances in the cities that 





have cable....[Eventually] | 
think we can reach 50 per- 
cent of the cable homes in 
Argentina. 


WSN: What are your plans for 
Europe? 

CISNEROS: We have already 
bought a TV network in Por- 
tugal that will be an interest- 
ing platform for further 
expansion. It will help us get 
into Spain, Mozambique, 
Angola and Brazil. In Spain, 
we have joined with Hughes 
to invest in Via Digital and we 
have launched Locomotion 
and Playboy TV in that mar- 
ket. We are also looking to 
invest in a broadcast televi- 
sion station in Spain. 

Beyond that, we have 
launched Playboy TV in Scan- 
dinavia, Italy and Germany. 
We also hope to get Locomo- 
tion into those markets. 


WSN: What other markets are 
you interested in? 
CISNEROS: We have been sell- 
ing our programs for some 
time to Russia and Eastern 
Europe and doing very well. 
We will continue to do that, 
but as those markets 
progress, we will probably 
want to participate as share- 
holders in some of the East- 
ern European channels... 
With the expansion of Play- 
boy TV and Locomotion and our 
investment in Via Digital, | am 
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getting more used to Europe. 
More people are becoming 
aware of our companies and see- 
ing how we can fit into their 
plans. So European expansion is 
a logical extension of our busi- 
ness and important for us. 


WSN: Televisa has announced 
plans to sell part of its stake in 
Univision, a U.S. Spanish-lan- 
guage network that you par- 
tially own. How will that affect 
that investment? 

CISNEROS: Televisa’s plans 
won't affect us at all. We will still 
have Televisa’s programs and 
this year we have the World 
Cup rights in Spanish for the 
U.S. In the last World Cup we 
had 90 percent of the audience 
and we will have that again this 
summer. So, it is going to bea 
banner year for us. 


WSN: Is Univision profitable? 

CISNEROS: The company is in 
very good financial shape. We 
are hoping to hit $1 billion in 
sales in the year 2,000. When 


we took it over, it was not quite 
$200 million. 


WSN: Telenovelas have been 
very successful in many parts 
of the world but still have trou- 
ble breaking into some mar- 
kets—notably English-speaking 
territories. What can you do to 
change that? 

CISNEROS: Before changing 
the formula, we want to be in 





Goal oriented: DirecTV is trying to boost subscribers by atr- 
ing high-profile sporting events such as the World Cup. 


every country in the world. 
We have a presence in the U.S. 
in Spanish. We should have a 
strong presence in markets 
like China, but we don’t. So, 
we need to expand our sales 
first.... The worst thing I can do 
now to my guys Is to tell them 
to change a winning formula 
and do something else. We 
don't want to change some- 
thing that has been very suc- 
cessful. We want to push sales 
to the next level first. Then we 
will think about making some 
changes. 


WSN: How large are your 
telenovela sales and how fast 
have they grown? 

CISNEROS: Our sales have grown 
exponentially. We make more 
than $100 million selling our 
programs. That is four or five 
times higher than it was a few 
years ago [in the mid-1990s]. 


WSN: When you took over the 
family business, did you ever 
see the company becoming a 
global media company? 
CISNEROS: | always thought we 
could do it. But we were very, 
very careful not to get ahead of 
what we were able to do. 
Doing things at the right speed 
is very important. We decided 
to expand globally only when 
we were set up to do it and 
when we were mature enough 
to understand how to do it. 

So, we started by making 
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friends. We investigated the 
markets and we made alliances. 
That was important because 
when we were finally ready to 
take that step we had done a lot 
of serious groundwork and 
were able to move very quickly. 
We were well prepared to take 
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As the Cisneros Group of 


Companies expands its 
investments in new and old- 
er media, ranging from DTH 
to broadcast television, Car- 
los Enrique Cisneros, the 
CEO and chairman of the 
Cisneros Television Group, is 
playing an increasingly cru- 
cial role in the group’s overall 
plans. Even with the best 
DTH technology and alliances 
that are expanding opera- 
tions into the Internet and 
telecommunications, compa- 
ny executives readily admit 
that the key to all the compa- 
ny’s operations is program- 
ming content. To that end, 
CTG was created to launch 
new channels that could help 
increase the popularity of the 
Galaxy Latin America DTH 
platform. Today, CTG owns, 
wholly or partially, nine chan- 
nels, and it is making plans to 
expand its original produc- 
tions. In our exclusive inter- 
view, Carlos Enrique Cis- 
neros explains CTG’s plans in 
Latin America and the rest of 
the world. 


WSN: How does your division, 
the Cisneros Television 
Group, fit into the company’s 
overall plans? 

CISNEROS: The Cisneros Tele- 
vision Group was set up to 
develop content for pay tele- 
vision. We started that by 
launching pay channels. With 
Hearst, we are partners in an 
all-animation channel, Loco- 
motion, and we worked with 


Playboy to launch two chan- 


nels in Latin America. Then 
we launched Locomotion in 
Spain, where it is doing very 
_ well. We've also expanded the 


Aucust 1998 


advantage of NAFTA, the 
deregulation of the Latin Amer- 
ican economy and the region's 
rapid economic growth. So our 
expansion wasn’t by accident. 
We had thought long and hard 
about global markets before we 
made our move. 
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Playboy joint venture to 
include Spain, Portugal, 
France, Italy, France, Scandi- 
navia, Germany and parts of 
Eastern Europe. 

We also acquired a compa- 
ny called Imagen Satelital, 
which is the leading pay-TV 
distributor in the Southern 
Cone, which as you know is 
over 50 percent of the pay-tele- 
vision market in Latin Amert- 
ca. It owns six channels. 

So that brings the total of 
CTG channels to nine. We are 
in the process of reposition- 
ing those channels and decid- 
ing which of those channels 
we are going to launch pan- 
regionally. 

Since we started, two years 
ago, we’ve also developed a 
production arm that will be 
looking to do original produc- 
tions for these channels and 
our other television stations. 
In a direct way, we want to 
take advantage of our involve- 
ment in DirecTV in Latin 
America and our involvement 
with Via Digital in Spain. At 
the same time, we serve as a 
greenhouse to develop prod- 
uct for our broadcast stations 
all over Latin America. Hav- 
ing these channels allows us 
to get a sense of the accep- 
tance of the product much 
more readily without taking 
such an enormous risk. 

So, CTG is really the pay- 
television arm of the Cis- 
neros Group....It allowed us 
to develop channels...that 
would help differentiate 
[DirecTV] from its competi- 
tors in Latin America. But we 
are not limited to our plat- 
forms. We are platform neu- 
tral. We want to get the 





WSN: Where do you want to 
see this company five years 
down the road? 

CISNEROS: | don’t think we will 
dramatically increase our rev- 
enues. The reason for that is 
that we are shifting from 
some business into media 


Carlos Enrique Cisneros 


widest possible distribution 
for our channels. 


WSN: Gustavo Cisneros men- 
tioned that you were interest- 
ed in creating sports and news 
channels. What other net- 
works are you interested in? 
CISNEROS: | think there are a 
couple of more areas where 
channels can still be devel- 
oped in Latin America. But 
our primary goal right now is 
to take the nine channels we 
have and to develop them, 
either by launching them 
pan-regionally in Latin Amer- 
ica or by better positioning 
them in the markets where 
they are already established. 
In some cases we want to 
expand these channels into 
non-Spanish-speaking territo- 
ries outside Latin America. 
So, the focus isn’t on creat- 
ing new channels. There are 
one or two that we would still 
like to develop but that’s not 
how we are spending the 
majority of our time. We have 
a movie channel, a younger- 
skewing movie channel, a doc- 
umentary channel, an anima- 
tion channel, adult channels, 
Latin America’s only comedy 
channel and a channel that 
programs television series. 
When you look at the possible 
genres that would be the basis 


and communication and [we 
have been using asset sales to 
finance our expansion.] In 
three years, I expect the com- 
pany to have about $4 billion 
in sales. 

The most important thing 
for us is that we are prepared 


for the future. I am only 53 
and in good health. We are 
already thinking ahead to the 
years 2000 and 2005. We have 
a plan for the future. We have 
our teams in place and we 
have the money to carry out 
our plans. a 


of a channel, we have most of 
them covered in our package. 


WSN: What kind of produc- 
tion are you interested in 
doing? 

CISNEROS: We have a great 
deal of experience doing tele- 
vision production and not just 
for Venevision in Venezuela. 
As we’ve shown through our 
distribution arm, Venevision 
International, our production 
has global appeal. In the last 
four or five years, our sales 
have grown faster than any- 
one could have imagined and 
we now sell product to coun- 
tries that speak over 20 dif- 
ferent languages. 

At CTG, we want to con- 
centrate on product that is 
different from what Vene- 
vision is already doing very 
well. We don’t want to canni- 
balize our own success. What 
we would like to do is create 
product that fits with the 
channels we already have in 
place. For example, one of 
the channels we have is 
called Space, which is one of 
the most important movie 
channels in all of the South- 
ern Cone. We want to look at 
product that works for that 
channel, such as big-budget 
made-for-TV movies. 

We are also interested in 
producing other kinds of 
product that Venevision 
doesn’t create, such as one- 
hour drama series, mini- 
series and American-style 
situation comedies. We also 
want to look at production 
for another one of our chan- 
nels, called Infinito, which is 
a documentary channel that 
we want to expand pan- 
regionally. 


WSN: As you expand your pro- 
duction are you looking for 
co-production partners? 


CISNEROS: Very much so. 
The Cisneros Group has 
always worked with strong 
local partners in all of our 
businesses whenever possi- 
ble because it helps us 
obtain our goals in the most 
cost-effective manner and 
in [the] shortest possible 
time period. So, we are 
searching for partners and 
we’re in conversations with 
a number of people. 


WSN: You have already 
expanded the distribution of 
Locomotion and Playboy TV 
into Europe. Do you hope to 
take some of your other chan- 
nels into Western or Eastern 
Europe? 

CISNEROS: We would like to 
think so. The first step is to 
expand them throughout 
Latin America and then into 
Spain, because Spain is 
growing very rapidly now. 
Via Digital is going very 
well and the cable industry 
is expanding. We’ve been 
able to launch Locomotion 
in Castilian and it has been 
well received. We believe 
we can do this for some of 
the other channels. 

In Eastern Europe there 
is an enormous rush to pro- 
vide the region with con- 
tent. But you have to 
understand what type of 
content the region needs 
and how it needs to be 
packaged and presented. 
Eastern European partners 
can help you understand 
those needs. 

If you do that and you 
deliver an affordable, 
accessible and attractive 
product there are many 
opportunities. Locomotion, 
for instance, is being eager- 
ly sought after in Eastern 
Europe. It works very well 
internationally. a 
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Accurate 
Metld 
Astrology 


Imost every national constitution forbids 
the establishment of an official state reli- 
gion. But this secular bent doesn’t stop 
people from looking to the heavens for 
answers to life’s most troublesome ques- 
tions: Will I succeed? Will I find love? Does Tony 
Randall take Viagra? 

Every day, papers and magazines worldwide 
print horoscopes—projections for people born ina 
specific month, based on the positions of the stars. 
While a few people rely on these daily, weekly or 
monthly messages for guidance in their lives, 
most readers skip over them entirely. 

Others, though, such as WSN contributor 
Larry Jones, recognize that these little pearls 
of random foresight occasionally prove 
prophetic. But rather than poring over charts 
of the zodiac to predict world events, our 
reporter prefers to use past horoscopes in an 
attempt to legitimate the science. 

As Larry shows here, had these media fig- 
ures Se oulercy to consult their horoscopes 

auton days, 2 could have avoided a 
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Whitney Houston 

GLOBAL DISTINCTION: Popularizer of J will 
always love you hit tune. 

SIGN: Virgo (b. September 9, 1963) 
SIGNIFICANT DATE: June 21, 1998 

NOTEWORTHY ACTIVITY: Husband Bobby Brown is 
arrested for assaulting a woman in a $700-a-night 
bungalow at the famed Beverly Hills Hotel alter a 
night of heavy drinking EF 
with dozens of beautiful 
women. Whitney, who [Rx 
bailed the singer out after [ia 
several earlier arrests, | 
refuses to help and says |i 
they are finished. z 
HOROSCOPE: “Get out of 
town, ideally with a new 
love interest. But come 
the 24th, you'll want to spend some time alone 
with your thoughts.” (Suzanne Gerber, Jane) 
BONUS HOROSCOPE: “Conflicting aspects will 
make you wonder if you are wasting time and 
energy pursuing your goals....Don your run- 
ning shoes....Lose the fear of happiness syn- 
drome and cross the finish line.” (Elizabeth 
Portier, Elle) 


Tony Randall 

GLOBAL DISTINCTION: Specialist in odd couples. 
SIGN: Cancer (b. July 21, 1919) 

SIGNIFICANT DATE: June 15, 1998 

NOTEWORTHY ACTIVITY: The 78-year-old actor, 
best known for his portrayal of Felix Ungar in 
The Odd Couple, has his second child with his 
28-year-old second wife. Randall was unable to 
have children with his first wife, to whom he 
was married for 54 years, and who died in 1992. 

HOROSCOPE: “There will be no time to rest on 
your laurels as the pace of your everyday life is 
about to increase....Rehearsal time has just 
passed and soon the starring performance 
begins.... This month is ideal for exploring 
unusual ventures...[But] your desires will 
override common sense.” (Athena Starwoman, 
Vogue) 


Rupert Murdoch 

GLOBAL DISTINCTION: World’s most famous mogul. 
SIGN: Pisces (b. March 11, 1931) 

SIGNIFICANT DATE: July 1, 1998 

NOTEWORTHY ACTIVITY: After epee up with his 
wife, the mogul finally jj 

goes forward with the 
much delayed launch of 
BSkyb’s digital platform, 
a move The Economist 
calls “risky,” and agrees 
to sell off a minority 
stake in Fox to boost the 
stock price of News 
Corp., which has performed worse than the 
other major media companies. 

HOROSCOPE: “Gambling makes a romantic 
summer brew. Autumn love has a foreign 
flavor and with Neptune bringing understanding, 
youre ready for commitment.” (Mystic Meg, 
The Globe) 








Demi Moore 

GLOBAL DISTINCTION: Only star to be 
photographed pregnant and nearly naked on 
the cover of Vanity Fair. 

SIGN: Scorpio (b. November 11, 1962) 
SIGNIFICANT DATE: June 25, 1998 

NOTEWORTHY ACTIVITY: After critical book alleged 
she married Bruce Willis to advance her career, 
Moore decides to divorce Willis. While the two 
insist they amicably divided up their $100 
million fortune, Moore, who had once battled 
problems with cocaine, was upset when Willis 
was seen dating a much younger woman. 
HOROSCOPE: “There are a million things you 
can do alone in this world, but relating to other 
human beings is not one of them. You’ve gone 
almost as far as you can on your own, banging 
your head against the wall with more gusto 
than a woodpecker on NoDoz. Now you need 
to reach out and begin communicating. Good 
connections can yank you back to the major 
leagues in a flash. That is the goal, isn’t it? 
(Michael Lutin, Vanity Fair) 


Bruce Willis 

GLOBAL DISTINCTION: Always ready for action. 
SIGN: Pisces (b. March 19, 1955) 

SIGNIFICANT DATE: June 25, 1998 

NOTEWORTHY ACTIVITY: As he embarked on a 
promotional tour for Armageddon, which is one 
of the most expensive 
films ever made, Willis 
splits up with his wife 
and is photographed 
with a very young 
Demi Moore look-a-like. 
HOROSCOPE: “Personal 
relationships are on thin 
ice. You, dear Pisces, 
should clear matters up. 
Take inventory and start anew. A new home is 
in the stars, but you have to make it happen.” 
(Elizabeth Potier, Elle) 


Eddie Murphy 
GLOBAL DISTINCTION: Case study in how an actor, 
once known for comedic routines peppered with 
four letter words, can reinvent himself as a star in 
family comedies. 

SIGN: Aries (b. April 3, 1961) 

SIGNIFICANT DATE: June 26, 1998 
NOTEWORTHY ACTIVITY: Murphy’s career 
continues to rebound with the release of Dr 
Dolittle, which tells the story of a normal 
family man who learns he can talk to animals. 
Critics forget about Murphy’s troubles in the 
mid-1990s, when he was arrested for picking up 
a male transvestite, and applaud the film, which 
is his second straight 
box-office success. 
HOROSCOPE: “You've 
carved out a new niche for 
yourself and this month 
you should have every 
reason to feel proud of 
yourself.” (Katharine 
Merlin, Town & Country) 
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